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RECONSTRUCTING BANKING AND CREDIT 


THE THREATENING AVALANCHE OF LEGISLATIVE PROPOSALS 


HILE a large part of the world 
gropes for deliverance from eco- 
nomic and political afflictions, a 
magnificent opportunity offers itself 
to vindicate and demonstrate that American 
leadership and initiative have not been lost 
in the shuffle. This big nation of “unlimited 
possibilities” is still worthy of wielding the 
sceptre as the “world’s banker” and the 
mightiest of creditor powers. The formula 
is to be found in President Hoover’s favorite 
concept that the most effective results, in 
dealing with business depression, unemploy- 
ment and involved problems affecting the 
economic salvation of the country, are to 
be obtained by enlisting the best brains and 
experience in cooperative effort, rather than 
futile reliance upon legislative fiat. The 
latest example is the creation of the National 
Credit Corporation. This has already 
demonstrated that banking leadership is 
available and willing to work together. The 
same constructive idea is embodied in Presi- 
dent Hoover’s proposed system of Home 
Loan Discount banks, insofar as it repre- 
sents an emergency measure to relieve 
frozen real estate assets and stimulate home 
building. 

Stripped of all superfluities and conven- 
ient alibis, the major problem, especially 
as related to normal processes of business 
and banking, resolves itself into one of 
rationalizing the sources and functioning of 
credits. It is the most illusive and subtle of 
all our national ills. It lies at the heart of 


the bank failure epidemic. It is a double- 
edged sword. The utter absence of adequate 
credit controls, both as to Federal Reserve * 
and bank credit, was primarily responsible 
for any orgy of inflation that dwarfed all 
similar misadventures in history while, at 
the present time, representing the most 
obstinate factor in arresting natural forces 
that make for business recovery and restora- 
tion of confidence. Perversions of capital 
financing, stock market speculation, over- 
expansion of public, corporate and individ- 
ual debts and the pyramiding of huge 
aggregations of securities that have shriv- 
eled in value or now in default, yes—all 
these are due to deliberate or ignorant 
sinning against immutable and equitable 
principles that inhere in all forms of credit 
instruments. 

It is highly important just at this time to 
face and reckon with grim realities. The 
stage is all set for a highly diverting and 
strenuous session of Congress. Partisan 
feeling runs high with Republicans and 
Democrats closely tied and another Presi- 
dential year looming ahead. The atmos- 
phere is dynamic with a threatened ava- 
lanche of legislative proposals. Many of 
these are aimed at the fundamentals of 
banking, credit and Federal Reserve con- 
duct. Fatuous hopes are roused as to the 
extent to which Congress may invoke magi- 
cal powers to cure the economic and bank- 
ing ailments of the nation. Frontal and sub- 
terranean attacks are to be directed on the 
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rediscount barracades of Federal Reserve 
structure. Stock exchanges, ‘‘short selling” 
and “high finance” are to be subjected to 
gruelling crossfire. Special Senate and 
House committees, primed with ammunition 
after protracted hearings, have in cor pletion 
bills dealing with branch banking, invest- 
. ment banking, group banking, bank holding 
corporations, curtailment of security affii- 
ates and other agenda. Supplementing this 
formidable array are recommendations to 
come from the Federal Reserve Board which 
has conducted independent investigations; 
the Comptroller of the Currency, who insists 
on “trade area” branch banking, and ad- 
vices from other more or less authoritative 
quarters. 

Whether much of relief or permanently 
constructive value is to be expected from 
this session of Congress as regards banking, 
credit control and increasing the usefulness 
of the Federal Reserve System, depends 
upon the degree of humility with which the 
politicians recognize that these are matters 
of a technical nature rather than subject to 
political determinations. It is sad but true 
that the attitude of Congress in recent years 
has been one of suspicion and ill-disguised 
hostility toward banking and financial lead- 
ership. It is only grudgingly that the ma- 
tured experience and practical judgment 
of our most eminent bankers are given due 
respect. In the heat of political debate and 
maneuvering, the technical essentials are 
frequently lost sight of. Radicalism and pro- 
vincialism intrude and lawmakers pay more 
heed to the bleachers than the science of the 


game. eee 


PANACEA FOR BANKING AND 
CREDIT ILLS 

‘A feet banking and credit pro- 
A cedure demands fundamental re- 

vision on lines of scientific search and 
application. That is the big order of the day. 
It is sheer folly to expect that this task can 
be accomplished through federal and state 
legislative prescription. Much can be done 
in the direction of tightening and raising 
the standards of laws governing bank super- 
vision, examinations, limiting charter grants 
and the erection of other much needed stat- 
utory barriers to minimize dishonest, irre- 
sponsible and incompetent management. 
But the real safety in the last analysis and 
the future progress of American banking, 
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particularly as regards the wise regulation of 
the flow of credit, involves the exercise of 
disciplinary forces which lie well beyond the 
possible scope of legislative authority. 

Banking must be regarded as a profession 
and credit as a science. The essentials are 
personal integrity, morale and expert quali- 
fication. These cannot be guaranteed or 
handed out in neat packages by law- 
making bodies. The ultimate responsibility 
and duty of improving and safeguarding the 
conduct of banking rests with the bankers 
themselves. The problem of control and 
distribution of bank credit so that the flow 
will be governed by economic demands and 
not susceptible to flagrant abuses causing 
either extremes of inflation or deflation, is 
one that can only be solved by enforcement 
of proper principles of sound management. 
The solution cannot be delegated to central- 
ized government bodies, supervisory author- 
ities or statutory provision. 

The panacea for banking and credit ills 
rests squarely with the voluntary enforce- 
ment of sound principles of internal bank 
management and upon that alone. The 
Federal Reserve System was incapable of 
preventing the diversion of bank credit and 
the misuse of its own facilities for purposes 
of stock and other forms of speculation. It 
has proven equally helpless to stem the 
destructive tide beyond the necessary limits 
of deflation, or to make available its re- 
sources to prevent bank failures, impair- 
ment and sacrifice of assets. We have seen 
federal and state supervisory authorities 
standing helplessly by, witnessing a holo- 
caust of bank failures and unable to do any- 
thing until the horse has bolted from the 
stable. If the experiences of the past two 
years and indeed of the last decade have 
proven anything of value they have demon- 
strated the impotency of statutory, super- 
visory and governmental authority in deal- 
ing both with the weaknesses and abuses 
of banking conduct and credit control. 

The type of leadership and guidance 
needed is precisely of that character dis- 
played in the organization of the National 
Credit Corporation. The psychological re- 
action to this kind of cooperation among 
bankers has been instant. It would be a 
pity to limit the personnel of this organiza- 
tion to emergency effort. Such type of co- 
operative endeavor should be made per- 
manent. 
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RENAISSANCE OF AMERICAN 
BANKING 


ORTUNATELY there is abundant 
proof of a new and better day in 
American banking. A finer sense of 
mutual obligation, responsibility and vigor- 
ous cooperative effort animates leadership 
and the rank and file. Fundamentally, the 
banking structure is today far more secure 
and deserving of public confidence than ever 
before. Although gruelling in their opera- 
tions and attended by suffering and loss to 
many thousands of confiding depositors, the 
law of survival as well as the forces of eco- 
nomic change have swept the banking field 
practically clean of its incompetent, weak- 
ened and superfluous encumbrances. It is 
quite possible in the future that the develop- 
ments of the past decade and especially of 
the last two years will be designated as the 
period of the renaissance of American 
banking. 

Incalculably more important than any 
prospective banking legislation are the con- 
structive forces now operating in banking 
conduct and management. Morale has un- 
dergone a marked change. The one-man 
bank and the so-called ‘“‘independent”’ bank- 
ing institutions which have ignored com- 
petitive and approved methods of coopera- 
tion, have become obsolete. Internal 
management is undergoing a vigorous pro- 
cess of regeneration. Extension of the clear- 
ing house principle of supervision and ex- 
amination, establishment of credit exchange 
bureaus, scientific application of cost per 
item, service charges, agreements on interest 


rates, maintenance of liquidity through sec- 
ondary reserves and enlightened investment 
and loaning policies are revolutionizing 
banking practice and enforcing standards 
compelling universal acceptance. 

Appalling as the bank failure and suspen- 
sion record must appear to the uninformed 
it has chastened and imparted a new sta- 
bility to banking. It is of greater public 
importance to testify to the strength and 
safety of the 21,000 banks now in operation 
than to point to the “lost battalion” of 
7,738 banks through failure or suspension 
from the year 1921 to the close of October, 
1931, and including the high record of 1,753 
fatalities during the first ten months of the 
current year. It is more significant of the 
inherent stability of our banks to emphasize 
the vast volume of banking resources in 
safe hands than to dwell on the three billions 
of deposits involved in failures and suspen- , 
sions during the last ten years, which does 
not take into account numerous reopenings 
and the ultimate small percentage of loss in 
the course of final liquidation. Another 
notable factor is the tremendous wave of 
mergers which is now concentrating banking 
resources into more capable hands. 

Unquestionably the stability and morale 
of American banking has been improved. 
There are bound to be more failures but 
they will be of the kind where liquidation is 
the best policy. It is interesting to note that 
since the organization of the National 
Credit Corporation that there has been 
a decided drop in the number of banking 
fatalities. 





CHIEF AND ASSOCIATE JUSTICES OF THE SUPREME COURT OF THE UNITED STATES ON THE 
OccASION OF THEIR RECENT ANNUAL VISIT TO THE PRESIDENT 
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ATTACKS ON THE FEDERAL 
RESERVE 


HERE is urgent call upon bankers to 
$3 manifest their resistance to attempted 
raids upon the liquidity and ultimate 
reserves of the Federal Reserve System 
which threaten the integrity of the nation’s 
currency system. Perhaps unwittingly 
President Hoover invited such onslaught 
when he stated recently: ‘‘I shall propose 
to the Congress that the eligibility pro- 
visions of the Federal Reserve Act should be 
broadened in order to give greater liquidity 
to the assets of the banks and thus a greater 
assurance to the bankers in granting of 
credits by enabling them to obtain legit- 
imate accommodations on sound securities 
in times of stress.’’ Encouraged by this offi- 
cial utterance, the Administration and the 
Federal Reserve Board have received peti- 
tions from the United States Building and 
Loan League to amend the Federal Reserve 
act so as to enable member banks to redis- 
count short-term notes of building and loan 
associations. Similar demand has come from 
the National Association of Finance Com- 
panies to make installment finance paper 
available for rediscount at the Federal 
Reserve Banks. 

While there is doubtless considerable 
merit in providing emergency and probably 
some more permanent agencies of discount 
facility for certain liquid and well secured 
types of notes and finance paper, as well 
as for sound securities, similar to ‘“Lom- 
bard” advances by European banks, the 
present liquid character of the Federal 
Reserve should be religiously protected. It 
is true that the influence and power of the 
Federal Reserve System has been materially 
circumscribed as to money market rates 
and outside flow of credit, due chiefly to the 
departure of banks from the commercial 
field and increasing operations of an invest- 
ment security nature. The question, how- 
ever, is not one of reconciling Federal 
Reserve facilities to changed banking con- 
ditions, but one of banks retracing their 
steps to sound commercial banking practice. 

The fact that business and corporations 
preferred during the boom times to finance 
their requirements by issuing stocks and 
bonds, instead of through loans at their 
banks, is neither a permanent nor healthy 
development. When business and financing 
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settle down to a more normal basis the old 
system of commercial loan accommodation 
is likely again to prove the more acceptable. 
In any event it is not wise to encourage the 
departure from banking which relies for 
its profits on self-liquidating loans instead 
of hazardous employment in long-term and 
other fixed investments which are subject 
to severe depreciation and resolve them- 
selves into frozen assets during times like 
the present. 

Chairman Eugene M. Steven of the 
Federal Reserve Bank of Chicago discussed 
the hazards of investment banking and 
emphasized the need of restoring commer- 
cial banking to its proper sphere in a paper 
published in the October issue of TRust 
Companies. What bankers and the law- 
makers at Washington must scrupulously 
guard against is to oppose invasions of the 
Federal Reserve System that may again 
subject the nation’s currency and banking 
system to the dangers of bond secured cur- 
rency to overcome which the Federal Re- 
serve System was primarily established. 


ooo 


STATE COMMISSIONS TO REVISE 
DECEDENTS’ ESTATE AND 
TRUST LAWS 


| HE legislature of Delaware, at its 
(T| 1931 session, followed the commend- 

able example of Pennsylvania and 
New York, in creating a legislative commis- 
sion to codify and revise the laws of that 
state governing decedents’ estates and 
simplifying the statutes relating to estates 
and trusts. In view of the great economic 
changes affecting property, the franchise 
granted to women and affecting the devolu- 
tion of real and personal property, the 
precedent created by the states of Penn- 
sylvania and New York and: which has been 
adopted by Delaware is one that should 
stimulate legislators and fiduciaries of other 
states to action. What is true of antiquated 
and ill-adapted laws pertaining to dece- 
dents’ estates applies with even greater force 
to the revision and codification of laws in 
many jurisdictions governing the duties and 
powers of fiduciaries. 

It is essential that trust officers through 
their respective organizations should take a 
hand in the matter and not leave the job en- 
tirely to lawyers and lawmakers. 
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PRESIDENT HOOVER’S PLAN FOR 
MORTGAGE DISCOUNT BANKS 


LTHOUGH President Hoover’s an- 
nounced plan for the establishment of 
Home Loan Discount banks to relieve 
the frozen real estate credit situation and 
stimulate construction of homes, has met 
with cordial response and apparently struck 
a popular chord as “‘the first light on a dark 
horizon,” the proposition is bound to en- 
counter vigorous debate at the forthcoming 
session of Congress. Unlike the National 
Credit Corporation which has been called 
into existence by the President as an emer- 
gency organization to mobilize banking 
credit, capitalized and operated by bankers, 
the proposed plan of creating mortgage 
banks of rediscount, represents a new ad- 
venture of government in business. De- 
signed as an integral part of the nation’s 
banking and credit structure, rather than 
as an emergency measure, the project calls 
for caution and careful study not only as a 
governmental agency, but more especially 
on account of its ramifications in expanding 
the base of credit and rediscount. 

The new mortgage bank plan calls for the 
establishment of twelve home loan discount 
banks in the respective Federal Reserve 
districts under the control of a governmental 
board. The membership would consist of 
building and loan associations, savings 
banks, deposit banks and farm loan banks. 
Loans are to be made to these organizations 
upon their own obligations and not directly 
on mortgages. No mortgage of more than 
$15,000 each would be eligible for redis- 
count and in an amount of 50 per cent of 
the unpaid balance on unamortized or short 
term mortgage loans, or 60 per cent on 
amortized long term mortgages when not in 
default. On the basis of prospective capital 
of $150,000,000 for the twelve banks there 
would be available $1,800,000,000 to finance 
advances to borrowing institutions with 
additional amounts available by increase of 
capital. 

Both the National Credit Pool which is 
now functioning with subscriptions to its 
gold notes now exceeding $500,000,000, 
and the proposed mortgage discount bank 
plan, are evidence not only of exceptional 
demands for release of rediscount credits, 
but direct attention also to serious defects 
in our credit mechanism. It attests to the 
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rigidity of the rediscount provisions of the 
Federal Reserve Act which does not allow 
for marked changes in banking methods 
outside the scope of commercial banking. 
New issues are raised as to the dangers of 
paternalism and government encroachment 
upon business and the advisability of con- 
ducting new agencies of discount under 
government or private auspices. 
ge oe & 
GRADUAL DISAPPEARANCE OF 
MONOPOLIES 


HE gradual but certain disappearance 
ey of the many so-called monopolies that 
a few years ago occupied so much of 
the attention of scholars, economists and 
our law makers, is an interesting develop- 
ment which in itself seems to have attracted 
little notice, but which may have a valuable 
lesson to teach in connection with many of 
the new problems confronting us, according - 
to a statement issued by the Central Han- 
over Bank and Trust Co. of New York. 
“We do not have to go far back in the 
record to find occupying a prominent place 
in official discussion such questions as the 
monopolies in coffee, sugar, rubber, tin, 
nitrates and other commodities. No more 
striking illustration of the present situation 
could be offered than the history of our 
railroads. Not so many years ago these 
common carriers were considered highly 
monopolistic, to such a degree that they 
were placed under the close supervision of 
the Interstate Commerce Commission. But 
the development of competitive transporta- 
tion is at present a more important factor 
in controlling the railroad situation than 
the Interstate Commerce Commission. 

“As a result of international exchange of 
patents, technical skill and capital and de- 
velopment of new industries at home and 
abroad, it is probable that our ideas of mon- 
opoly will undergo a fundamental change. 
Even in European countries where cartels 
and other trade combinations are freely 
permitted, efforts to create monopolies have 
proved futile. The monopoly field is be- 
coming increasingly restricted to patents 
and localized efforts of a national or state 
character, either in the form of monopolies 
operated by official bodies or those per- 
mitted under private management but un- 
der public regulation, as in the case of 
utilities.” 
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HIGHER COURT AGAIN UPHOLDS 
TRUST MANAGEMENT 


BED caions by closely upon recent de- 


cisions by higher state courts re- 

versing unwarranted rulings by sur- 
rogates and other lower courts attempting 
to surcharge trust companies in connection 
with handling of trust investments, comes 
a similar vindication from the Court of 
Errors and Appeals of New Jersey in the 
matter of the Estate of Winfield S. Nice, 
deceased. This decision by inference over- 
rules the conclusion of the Prerogative Court 
in the case reported in the September, 1931, 
issue of Trust CoMPANIES, where the court 
expressed a desire to surcharge a corporate 
fiduciary for failure to dispose of common 
stocks before the stock market crash of 
1929. It is also important because of the 
pitfalls which it points out beset the path 
of fiduciaries charged with the difficult task 
of disposing of small business enterprises 
which come into their hands as executor 
and trustee. 


Here the testator had been in effect the 
sole owner of a thriving butter and egg and 
poultry trading business in Philadelphia. 
The capital stock of this enterprise was the 
principal asset of the estate. The testator 
was unquestionably the mainspring of the 
business, and after his death the value of 
the capital stock rested primarily upon the 
good will which he had built up over a 
period of years. Accordingly, the executor 
deemed it wise to continue the business with 
a view to disposing of it to greater advan- 
tage as a going concern. Negotiations in 
this direction were entered into with two 
employees, and for a time it appeared that 
a sale might be consummated at from 
$45,000 to $50.000. The negotiations were 
abruptly terminated, however, and the 
directors proceeded to liquidate the busi- 
ness. 

One of the former employees filed a claim 
for $10,000 alleged to be due him, and his 
attorney threatened receivership proceed- 
ings. Upon the advice of counsel and after 
full study of the question with representa- 
tives of the heirs, it was determined to ap- 
ply for a receiver as of a solvent corporation 
for the purpose of conserving the assets and 
forestalling a probable proceeding in invol- 
untary bankruptcy. Subsequently the busi- 
ness was liquidated with all proper care. 
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In an action on the executor’s accounting 
it was charged that the application for the 
receivership by the executor was made in 
bad faith and constituted gross negligence. 
The lower court supported this view. The 
higher court, however, pointed out that the 
executor was faced with an emergency and 
acted only after full consultation with all 
the interested parties, who were unanimous 
in approving the contemplated action. 

The court pointed out that not only was 
the action taken proper, but each step in 
the administration had been taken with 
the exercise of appropriate skill and care. 
Due diligence had unquestionably been 
exercised. 

It is interesting to note with reference to 
the recent declaration of the lower Preroga- 
tive Court, the restatement of the measure 
of diligence required of fiduciaries, in the 
following language: 

“So long as the executor acts in good faith, 
with ordinary discretion and within the scope 
of his powers, his acts cannot be successfully 
assailed. No man 1s infallible, the wisest 
make mistakes, no man is responsible for the 
consequences of his mistakes which are the 
result of imperfection of human judgment, 
and do not proceed from fraud, gross care- 
lessness or indifference to duty.” 

It is good to see “Jersey Justice” again 
assert itself in this manner. 

oo° 


THE JUDICIARY AND TRUST AD- 
MINISTRATION 


T is of prime significance that the 
higher courts of appeal in a number 

of state jurisdictions have recently 
rendered decisions reversing judgments of 
Surrogate, Prerogative and other lower 
courts of equity which attempted to sur- 
charge trust companies for lack of good 
faith or sound discretion in the handling 
of trust investments or property affected 
by the pronounced depreciation in market 
values during the past two years. Adverse 
rulings by such lower courts against the 
accountings of corporate fiduciaries have 
occurred in New York and New Jersey. 
In view of almost uniform reversal 
upon appeal to the highest courts, the 
pertinent question is raised as to whether 
these Surrogate, Prerogative and probate 
judges are governed by sincere considera- 
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tion of facts and laws of equity, or prompted 
in some instances by contagion of preju- 
dice against trust companies and banks 
acting as executor, trustee and in other 
fiduciary capacities. 

In the vast majority of cases corporate 
fiduciaries are assured of fair, intelligent 
and impartial judicial treatment where ac- 
counts are subjected to contest or claims 
for surcharge based on the handling of in- 
vestments or the disposal of trusteed proper- 
ty. In those instances where surcharges have 
been affirmed by the higher courts the facts 
may be regarded as having justified such 
conclusions. But when trust companies are 
called upon to exercise infallibility in in- 
vestments, are charged with superhuman 
hindsight and with prejudgments of human 
events such as no finite mind can be ex- 
pected to encompass, especially in view of 
market experiences of the past two years, 
then it is time to question the judicial mo- 
tive, especially in view of reversals upon 
appeal. 

It is not inappropriate at this time to 
raise the question as to the extent to which 
certain members of the judiciary charged 
with authority to pass upon fiduciary settle- 
ments and accountings, have allowed their 
judgment to be affected by the controversy 
between trust companies and the legal pro- 
fession, especially in localities or sections 
of the country where such differences have 
become more or less heated. Public utter- 
ances and the severely critical language 
employed by certain Surrogates in deciding 
cases involving trust company responsi- 
bility and discretion in holding or disposing 
of trust investments, would seem to lend 
support to such view. 


Capable and experienced trust company 
management is ready to assume the respon- 
sibilities implied by a number of recent 
lower court rulings that they must adhere 
to higher standards of liability and profi- 
ciency than required of individual trustees 
or executors. The official records demons- 
trate beyond any question of doubt that 
trust company administration of estates 
and trusts is of a far higher order of in- 
tegrity and safety than that of individual 
fiduciaries. Trust management accepts and 
has vindicated its claims to superior ability 
and qualifications. That is the reason for 
the remarkable growth of corporate fiduci- 


561 


aries and their command of public confi- 
dence. 

Fairness and equity demand that the 
judicial mind should be scrupulous to avoid 
any animus in its decisions which might 
be derived from attacks upon trust adminis- 
tration made by certain elements in the 
legal profession as to “practice of law” or 
methods of trust solicitation. Such points 
of controversy which are susceptible to 
cooperative efforts of better understanding 
should not be allowed to enter into any 
judicial rulings relating solely to matters of 
fiduciary accounting or management affect- 
ing estates and trusts. 


a Qe 
we . 


RULE AGAINST ACCUMULATIONS 


CCORDING to a recent decision by 
the Supreme Court of Wisconsin in 
re Schilling’s estate, a will directing 
that income of a trust of personality be ac- 
cumulated for minors for a period which 
may continue after they attain their 
majority, is not invalid in that state. The 
testator gave the residue of his estate, real 
and personal to trustees in trust for the 
benefit of his four sons and their families. 
The share of his son Ernest was directed to 
be held in trust and Ernest was to receive 
the income thereof for his life and on his 
death the income, not to exceed $150 a 
month, was to be paid to his widow for her 
life or until she remarried. 

The surplus income, after Ernest’s death, 
was to be accumulated for the benefit of 
the portion of the estate put in trust for 
Ernest and his issue. On the widow’s death 
or remarriage the income was directed to be 
paid in certain proportions to the son and 
daughter of Ernest until the son, who was 
the younger, should come of age, when the 
trust would terminate and the principal was 
to be divided between Ernest’s son and 
daughter. Ernest died shortly after the 
testator. 

The will was held to effect a conversion of 
the real property into personality and the 
question was as to the validity of the accu- 
mulation of surplus income during the life or 
widowhood of Ernest’s wife. If the amend- 
ment of 1925 placed the same restrictions on 
the accumulation of the income of personal 
property as obtain in the case of the rents 
and profits of realty, the surplus incomes 
could not be accumulated for Ernest’s chil- 
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dren after each came of age. On attaining 
their majority each would be entitled at 
once to receive the amount of the income 
accumulated for his or her benefit and 
thereafter the surplus income as it accrued 
would be payable to them. The court held, 
however, that the amendment of 1925 was 
intended to apply the rule against per- 
petuities to the creation of future estates in 
personal property as well as in realty, but 
was not intended to place restrictions on 
the accumulation of the income of personal 
property. The directions in the will for 
accumulation of income were held void. 
e?o9¢ 


AUTHORIZING SALE OF TRUST 
PROPERTY 


HE right of a court of equity to au- 
iT thorize such changes in the handling 


of trust property as common sense 

and good reason dictate, even in the face of 
contrary provisions in the instrument creat- 
ing the trust, when untoward and unforseen 
exigencies arise has been asserted by the 
courts of many jurisdictions. The Supreme 
Court of Michigan, in a recent decision in 
Young vs. Young, ordered the sale of trust 
property, forbidden by will, where the in- 
come is insufficient to pay carrying charges. 
Here the court authorized the sale of real 
estate devised in trust though the will 
directed that it should not be sold or 
mortgaged during the trust term, where the 
building on the property was destroyed by 
fire and the income was insufficient to pay 
the taxes and other charges. The court said, 
“T he first question presented is whether ,when 
the will directs that the trustees and the life 
tenants shall not sell or mortgage property, but 
shall keep and hold it intact a court of equity 
has jurisdiction and power to authorize a sale, 
when it appears that the building on the prop- 
erty has been destroyed by fire, the proceeds 
from the insurance are insufficient to rebuild, 
and the taxes and other charges each year are 
far in excess of the income. Frequently, 
through an overabundance of caution, accom- 
panied by a lack of foresight to provide for 
contingencies, the testator directs that his 
hand, though stilled by death, shall continue 
to conduct and control his property. When un- 
toward and unforeseen conditions and exigen- 
cies arise, has a court of equity the inherent 
power to take into consideration, not only 
what would have been the wishes of the testator, 
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but also what will safeguard the trust fund for 
the heirs? Under the circumstances pre- 
sented in this case, may the court decree such 
changes as common sense and good reason 
dictate? A long line of cases has established 
the principle that, when such an unusual 
exigency arises in regard to the method of 
handling the property or the corpus of the trust 
fund, it is the right and duty of a court of 
equity to authorize such changes. 

“Exigencies often arise not contemplated by 
the party creating the trust, and which, had 
they been anticipated, would undoubtedly have 
been provided for, where the aid of the court 
of chancery must be invoked to grant relief 
imperatively required; and in such cases the 
court must, as far as may be, occupy the place 
of the party creating the trust, and do with the 
fund what he would have dictated had he 
anticipated the emergency. * * * From very 
necessity a power must exist somewhere in the 
community to grant relief in such cases of 
absolute necessity, and under our system of 
jurisprudence, that power is vested in the 
court of chancery.” ' 


go oe & 


JOHN B. LARNER 


NNOUNCEMENT of the death of 
AN John B. Larner, president of the 

Washington Loan and Trust Com- 
pany, of Washington, D. C., brings pro- 
found sorrow to all who knew and loved 
this man because of his rare qualities of 
heart and mind. He was the kind of trust 
company executive who submerged motives 
of profits to the ideals and opportunities 
of service to his fellowmen, inspiring confi- 
dence and reliance, without which qualities 
no trust man can hope to go far into this 
field. 

As a citizen Mr. Larner demonstrated 
that degree of unselfishness and zeal which 
should be an example in these days of 
rather low morale in local political affairs. 
There was no worthy civic, educational, 
philanthropic or kindred enterprise in the 
national capital to which Mr. Larner failed 
to respond with warm-hearted impulse. If 
he had not chosen trust work for his life 
avocation, and because of its opportunities 
for good deeds, Mr. Larner would have at- 
tained distinction as a scholar and educa- 
tor. It is to the example and influence of such 
men of noble nature that those engaged in 
trust work should look for inspiration. 
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ESTATE ACCOUNTINGS AND AP- 
PRAISALS SHOW VALUE OF 
FIDUCIARY ADMINISTRATION 


HE advantages and economy of ex- 
perienced trust company adminis- 
tration of estates and trusts are re- 
flected in a number of recent final account- 
ings and tax appraisals of some of the 
largest estates on record. A final accounting 
filed lately in the Surrogate’s Court by the 
United States Trust Company of New 
York, in association with attorneys as 
exectutors and trustees of the estate of 
Payne Whitney, reveals an increase in value 
of $52,721,270 between the date of his death 
in May, 1925, and the distribution two 
years later. The Whitney estate was the 
largest ever filed in this country and 
amounted at the time of distribution in 
May, 1929, to $239,301,017. The will made 
generous provisions with total of $67,704,- 
000 left to charitable and educational in- 
stitutions as direct bequests and other 
kindred bestowals contained in trust pro- 
visions. The enhancement in the value of 
the estate was due largely to profits realized 
on assets sold by the executors and market 
appreciation of securities held during the 
period of administration and up to the time 
of distribution, in May, 1929, before the 
collapse of the stock market. The final ac- 
counting shows that $22,179,274 was paid 
to federal and state governments for inheri- 
tance, transfer and estate taxes, New York 
receiving $17,364,012 of that sum. 
Another recent accounting made by the 
New York Trust Company, as executor and 
trustee, places the value of the estate of 
the late Elbert H. Gary, who was chairman 
of the board of the United States Steel 
Corporation, at $22,579,521, which repre- 
sents an increase of $5,558,269 above the 
appraisal made at the time of the death of 
the steel magnate. The enhancement in 
the total value of the estate was largely 
due to the sale of nearly all of the stocks 
before the collapse on the New York stock 
market, in the Fall of 1929, excluding United 
States Steel Corporation stock held in trust 
in accordance with bequests in the will. 
According toa recently filed tax appraisal, 
the net value of the estate of Jacob H. 
Schiff, senior partner of Kuhn, Loeb & Co., 
who died in September, 1925, is placed at 
$34,388,156, which differs but slightly from 
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original estimates. The appraisal shows 
that the bulk of the securities owned by 
Mr. Schiff have been disposed of. 

Final accounting ef the estate of Julius 
Fleischman, yeast manufacturer, who died 
Feb. 5, 1925, shows an increase of $2,828,000 
in value between the time of death and final 
accounting. The net value of the estate is 
placed at $20,600,000. Inheritance and 
estate taxes amounted to $3,942,000, of 
which the Federal Government received 
$2,808,000. 

The gross value of the estate of the late 
Edward W. Bok, of Philadelphia, publisher 
and philanthropist, was shown in the recent 
filing of transfer inheritance tax appraisal 
at Norristown, Pa., showing total of $23,- 
718,981. Transfer and estate taxes amount- 
ed to $6,495,800, of which the Federal Gov- 
ernment levied $3,609,070. The Girard 
Trust Company of Philadelphia is trustee 
of the estate. 

Final accounting made recently by the 
Bank of America of New York as trustee 
of the estate of Richard Harding Davis, 
famous author, showed that the value of 
the estate has been increased from $50,000 
in 1916, when Mr. Harding died, to more 
than $160,000 in 1931. 


ooo 


TRUST COMPANIES DESIGNATED 
IN EDISON AND MORROW WILLS 


WO more names have been enrolled 
in the imposing list of Americans of 

outstanding distinction and achieve- 
ment who have entrusted their estates and 
the carrying out of their testamentary in- 
structions to trust companies. One is the 
far-famed late inventor, Thomas A. Edison, 
and the other is Senator Dwight Whitney 
Morrow, whose public services to the nation 
in times of peace and war are written in 
large characters. 

Senator Morrow names the Bankers Trust 
Company as executor in association with 
the widow of the testator. The estate is 
variously estimated as well over ten millions 
and probably as high as twenty millions, the 
entire residuary of which goes to the widow 
after bequests of $730,000 to educational 
and charitable institutions and bestowals of 
$400,000 to family connections and personal 
friends. Broad powers of discretion and in- 
vestment authority are conveyed to the 
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executors who are instructed also to accept 
without question any statement of former 
partnership interest from J. P. Morgan 
& Co. 

While the will of Thomas A. Edison names 
the two youngest sons of the inventor as 
executors they are empowered to transfer 
and convey to a trust company to be se- 
lected by them all of the government, rail- 
road and other bonds to be held in trust. 


BANKERS UPHOLD BRODERICK 


HE recent grand jury indictment 
against the superintendent of the 
New York State banking department, 
Joseph A. Broderick, on charges of con- 
spiracy and neglect of duty in connection 
with the failure of the Bank of the United 
States, meets with deserved condemnation 
not only from Governor Roosevelt but also 
from the members of the New York banking 
community. It is a reflection of ungrateful 
and base political attacks which have been 
relentlessly waged against a public servant 
whose character is unblemished and whose 
administration of the New York banking 
department has been conscientious and 
unselfish. 

To all who know Mr. Broderick and are 
familar with his banking career it is incon- 
ceivable that he is willfully or consci- 
ously capable of the acts charged against 
him. If he delayed in closing the Bank of 
the United States, it was due to his zeal in 
trying to prevent a failure which has in- 
volved such widespread distress. If this is 
culpable, then there is hardly a bank super- 
intendent in the country who is not also 
exposed to charges. Mr. Broderick acted 
under extraordinary conditions, which no 
human foresight could forestall, with wis- 
dom, honesty and a clear conception of his 
duties to his office and the public. 
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FEES PAID TO TRANSFER AGENTS 


HE annual fees paid by corporations 

to registrars and transfer agents are 
deductible for income tax purposes 
under an important ruling recently an- 
nounced by the Income Tax Department’ 
“This ruling clears up a point about 
which there has been considerable doubt, 
in view of a prior decision holding the cost 
of listing on a stock exchange to be non- 





deductible. Many examiners have been 
disallowing payments to registrars and 
transfer agents on the ground that such 
expenditures are of the same nature as 
involved in listing stock on an exchange. 

“The Department in the new ruling dis- 
tinguishes between the two types of pay- 
ments, pointing out that the listing fee is 
paid but once and usually at or about the 
time of organization or reorganization of a 
corporation. The fees paid registrars and 
transfer agents, on the other hand, recur 
annually and result in maintaining an up-to- 
date record of the stockholders. Keeping 
such a record, the Department holds, is an 
ordinary and necessary business expense, 
since it provides an effective means of de- 
termining who the stockholders are from 
time to time that are entitled to vote for 
directors, receive dividends, and other im- 
portant matters.”’ 


Be 


TRUST ASSETS OF CLOSED BANK 


HE banking department of Penn- 
sylvania has been sustained in its 

right to act as successor trustee in 
taking care of the trust assets of a closed 
bank, according to an opinion recently 
rendered by the state’s attorney’s office. 
The Secretary of Banking also has the 
power to resort to the court having jurisdic- 
tion in order to secure appointment of a 
successor trustee prior to his decision to 
liquidate. It also is his duty to apply for 
such substitution once he has decided to 
liquidate if the cestuis que trustent fail 
to do so within thirty days after notice. 
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THE LAW OF PERPETUITIES 

The law of perpetuities 

Is strewn with technicalities. 
Its crotchets and circuities 

Exhaust the best mentalities. 
It involves inanities, 

The meshes which immure it, tease 
The lips to pour profanities 

Upon its dark obsecurities. 
Its maddening profundities 

Wake murderous propensities. 
However sage the pundit, he’s 

3efuddled by its densities. 
Congeries of quiddities 

That tax the ingenuities— 
Such are those drear ardities, 


The rules of perpetuities. 4 .ippinEs 
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SYMPOSIUM 


ON 


REDISTRIBUTION OF SURPLUS GOLD AND 
MAINTENANCE OF THE GOLD STANDARD 


VIEWS EXPRESSED BY SOME LEADING BANKERS AND ECONOMISTS 








(Epiror’s NoTtE: No nation has a greater stake than the United States in the preser- 
vation of the gold standard. Recent events have emphasized the urgent necessity of fos- 
tering closer contact betiveen central banking authorities and the Federal Reserve in order 
to secure a greater degree of stabilization in international monetary, currency ‘and ea- 
change movements. Since England suspended gold payments in September similar action 
has been taken by Sweden, Norway, Finland, Egypt, the African colonies and Bolivia. 
Although the foreign raid on the American dollar has ceased, the direct concern of this 
country in the subject is evidenced by heavy withdrawals of gold amounting to three- 
quarters of a billion dollars and recognition of the fact that gold cannot be expected to 
function normally until war debt, reparations and tariff problems receive more enlight- 
ened treatment. The following expressions afford reassurance of the ultimate re-establish- 
ment and security of gold as the common standard of value, while showing also agree- 
ment that the economic redistribution of gold lies at the heart of relief from worldwide 


depression.) 


LOSS OF GOLD NOT AN AD- 
VERSE DEVELOPMENT 


FRANCIS H. SISSON 


Vice-president, Guaranty Trust Company and First 
Vice-president American Bankers Association 


The withdrawals recently of large quanti- 
ties of gold from the American monetary 
stock, which began immediately after the 
suspension of gold payments in Great Britain, 
have attracted world-wide attention by their 
magnitude, rather than by their significance 
in the American financial situation. These 
transactions are generally attributed to un- 
settlement abroad following the abandon- 
ment of the gold standard in several coun- 
tries, making it advisable for banks to 
strengthen their reserve positions, together 
with a considerable amount of selling of 
American securities held abroad. 

From the American point of view, the loss 
of the gold is by no means an adverse de- 
velopment. The metal was neither needed 
nor desired here. For many years one of 
the most perplexing questions connected with 
the financial position of this country has been 
how the abnormally large stocks of gold 
could be redistributed to the countries where 
they were needed without first involving in- 
flation in American markets. Bankers, there- 
fore, regard the recent shipments and ear- 


markings without concern, knowing that 
more gold is available than can be demanded 
by foreign countries. 


GOLD MOVEMENTS AFFECTED 
BY REPARATIONS, INTER- 
ALLIED DEBTS AND 
TARIFF BARRIERS 


ROGER W. BABSON 


President,Babson’s Statistical Organization, Wellesley 
Hills, Mass. 


I believe that the best way to bring about 
some immediate redistribution of gold would 
be the creation of a moderate degree of in- 
flation in the United States. In the long 
run, however, something must be done 
through the cooperation of central banks 
with a world central exchange, such as the 
Bank for International Settlement, to bring 
about a completely satisfactory solution of 
this problem. If through well-known means 
of inflation our commodity price level is 
boosted to a higher point than abroad, pur- 
chases of foreign goods world be induced. 
The settlement of international accounts 
would then result in some export of gold. 
This outward flow could also be aided by 
some reduction in tariffs. 
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According to authorities on gold, the world 
gold supply has grown at approximately the 
same rate as production of goods since 1921. 
This is clear evidence that there is sufficient 
gold for world monetary purposes, but the 
difficulty is maldistribution. Into this whole 
question of the distribution of gold enters 
reparations, inter-allied debts, and interna- 
tional tariff barriers. No plan for central 
world control of gold can be very efficient 
until these factors are settled on a reason- 
able economic basis. However, indications 
are that the gold supply will not increase 
as rapidly as in the past, so that more effi- 
cient use of it will become necessary, or sil- 
ver will have to be remonetized. This is fur- 
ther argument for central world control of 
its distribution. However, the nations inter- 
ested in the gold standard seem to be wait- 
ing for each other to make some move in 
rehabilitating the standard. Probably it will 
take some violent eruption in Europe to 
force international action. 

We recognize that the Federal Reserve has 
hesitated to make full use of all of its gold 
because of the fear that foreign countrie3 
which have built up balances here in the 
last few years would withdraw them. We 
have seen that recent monetary troubles 
abroad have necessitated a call for some 
of these balances. Nevertheless, it is prob- 
able that too much gold has been sterilized 
and that it is high time the Federal Reserve 
System put more of it to work. I believe 
that the Federal Reserve Act will be amended 
or supplemented in such a manner that a 
better control of price movements and a 
better use of gold will result. Nevertheless, 
this will not be effective enough to complete- 
ly solve the problem without some remoneti- 
zation of silver, particularly in silver-using 
countries, 


POLITICAL AND SOCIAL DIS- 
ORDERS AFFECT GOLD 
MOVEMENT 


GEORGE E. ROBERTS 

Vice-president, The National City Bank of New York 

What can be done to accomplish distribu- 
tion? Gold moves from country to country 
upon the initiative of private business, but 
at present the business instinct values safety 
above opportunities for profit. Political and 
social disorders which menace the security 
of investments are the dominating influence. 
When they are brought under control the 
distribution of gold will occur in the usual 
manner. 

Post-war developments have been more 


than the single gold standard was equal to 
handling. It is preposterous to say that this 
proves that the single gold standard is im- 
practicable. It is war that is impracticable 
in a highly organized world. If the world 
is not advanced far enough in civilization and 
what Emerson called “facility of association” 
to use a Common monetary standard, it will 
have to fall back upon more primitive means 
of exchange, but it will come back to a 
common standard for the same reason that 
it evolved one gradually over the centuries, 
and again groped its way back to the gold 
standard after the war. 

The fact that there has been an undue con- 
centration of gold in some countries to the 
exclusion of others is not the fault of the 
gold standard, but is because the world is 
pursuing policies which have this as their 
inevitable result. It is folly to suppose that 
the outcome would be different under any 
other standard. The necessity for huge un- 
natural payments on international debts, the 
innumerable obstructions placed upon inter- 
national trade, and the political discord and 
jealousy existing between nations are the 
real sources of difficulty. 


INTERNATIONAL GOLD CLEAR- 
ANCE PLAN NEEDED 


T. R. PRESTON 


President, Hamilton National Bank, Chattanooga, 
Tenn. 


If the gold concentrated in the United 
States and France were economically dis- 
tributed to other nations on the gold basis 
it would no doubt be a wise thing, but to 
artificially distribute it would be worse than 
futile. The United States as a creditor na- 
tion has not lived up to its opportunities, and 
unless it does so England may again domi- 
nate the trade and finances of the world. 

The thing most needed in this country now 
is political, industrial and financial leader- 
ship. A more cordial cooperation between 
central banks of the world would doubtless 
help. They might set up an international gold 
clearance proposition, somewhat similar t» 
the gold settlement fund between the Fed- 
eral Reserve banks in Washington. 

There is no question but what our Federal 
Reserve System must be in some respects 
revamped, and along strictly conservative 
lines they could aid in coordinating the fi- 
nances of the world. This country can no 
longer live unto itself. Our tariff wall is 
entirely too high and other countries have 
retaliated and will continue to do so. Busi- 
ness is apparently slowly recovering—at any 
rate the people seem to be getting back their 
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courage in a small way. There have been 
mighty few backbones in this country in the 
past two years. 


“THE GREAT GOLD MYSTERY” 


DR. IRVING FISHER 

Professor of Political Economy, Yale University 

The present depression should go down to 
posterity as “The Great Gold Mystery.” For 
when gold is abundant it really ought to be 
cheap and boost prices. But, in France and 
America, it is abundant yet dear, downing 
prices and booming the gold mines. We shall 
find the solution, I believe, in the colossal 
volume of public and private debts. This 
takes on significance when we find smaller 
prototypes in earlier and smaller depres- 
sions—a fact which hitherto has received 
scant attention. For I am inclined to think 
that the long “‘missing link” in “cycle theory” 
is the factor of over-indebtedness. This takes 
on still more significance when we observe 
it to be common to two continents. 

Many blame this world-depression on the 
mal-distribution of gold. And this mal-dis- 
tribution is in turn ascribed to the Yankee 
tariff, which, as we know, was set up largely 
for the express purpose of preventing Europe 
from paying her huge debts to us in its most 
available medium: goods. These explana- 
tions, and many more, are no doubt largely 
correct. But the chief factor is the common 
factor, Debt—debt and what is implied in 
debt, particularly distress selling and defla- 
tion. We may alliterate and say the Depres- 
sion is a matter of “The Three D’s’—Debt; 
Distress-selling; Deflation—working in a vi- 
cious circle. So prices deflate, profits vanish, 
bankruptcies spread, gloom settles, and fi- 
nally production, trade, and employment are 
cut down. All this could have been prevented 
—partly or wholly. But our Federal Re- 
serve, despite its generally fine record, this 
time failed us. It shut the barn door only 
after most of our horses had been stolen. 

But need the devastation go on? No; for 
there are at hand two well defined means of 
halting it. I refer to debt-reduction and a 
technical attack upon inflation as such. Al- 
ready Mr. Hoover has made admirable be- 
ginnings at both points, namely through his 
moratorum and his rediscount pool. But, as 
to the first, it would help inealculably, I 
think, if all existing inter-government debts 
were wiped out, wholly and forever—not as 
a magnanimous gesture, to help Europe at 
our expense, but as an act of self-interest; a 
modest price for the cure of a depression. 

As to the technical attack on deflation, the 
Federal Reserve System should, I believe. 
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have continued its open market operations, 
namely buying bonds. Other technical ex- 
pedients are also available. To turn this de- 
pression we need just what England needed, 
and what she has recently secured, a rise 
of the price level and we can secure this 
without cutting loose from gold. To raise 
the price level to normal and then keep it 
there should be the great object, in other 
words to take the swelling out of our hyper- 
trified dollar and to stabilize it. 


SECURITY OF OUR MONETARY 
SYSTEM NOT AFFECTED BY 
GOLD OUTFLOW 


COL. LEONARD P. AYRES 
Vice-president, The Cleveland Trust Company 
During the past two months our stock of 

monetary gold has been reduced by about 
three-quarters of a billion dollars. In Sep- 
tember it reached the record high volume of 
five billion dollars, and then following the’ 
British financial troubles there ensued 2 
panic demand for gold in Europe, that re- 
sulted in the sudden withdrawal from this 
country of more than 700 millions of the 
metal. The demands upon our gold supply 
were characterized by a suddenness and mag- 
nitude which are without previous precedent, 
but they were met easily and calmly by our 
banking system, and they pass into our eco- 
nomic history as a record of a raid that 
failed. 

A curious development of the situation is 
that our Reserve System still holds virtu- 
ally as much free gold as it did before these 
spectacular exports began. Until September 
the general trend in the volume of our gold 
holdings was a rising one. Gold was being 
sent here by countries that were buying our 
goods, but finding it difficult, because of our 
tariff barriers, to pay for them with their 
goods, and also finding it difficult to pay by 
borrowing from us because we were using 
our funds in a great security speculation, and 
had largely stopped lending abroad. For 
these reasons, among others, trade balances 
in our favor were being settled by sending 
us gold. Moreover, the movement of gold 
to this country was increased as a result of 
a flight of capital from Europe where there 
was widespread lack of confidence in the fi- 
nancial stability of many countries. 

In 1930, and during this year, most of the 
imports went to swell the reserves of the Re- 
serve banks. This period has been one of 
business depression, and the gold instead of 
being used as a basis for credit and cur- 
rency expansion has gone to pay down mem- 
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ber bank borrowings. The law requires that 
the reserve behind Federal Reserve notes in 
circulation shall be 100 per cent, of which 
40 per cent must be in gold, and the balance 
either in gold or eligible paper. As the im- 
ported gold was deposited it displaced elig- 
ible paper. When it was withdrawn and ex- 
ported, it was replaced by eligible paper. 

As a result of these interchanges the 
amount of free gold in our banking system 
remained practically undisturbed throughout 
the period. At the present time we still hold 
as much free gold as we did at the beginning 
of 1929, when prosperity was at its height, 
and our total gold stock is now considerably 
larger than it was then. Moreover our re- 
maining amounts of eligible paper are about 
five times as great as those that have been 
used to secure loans at the Reserve banks. 
The meaning of all this is that we could 
still export enormous amounts of gold with- 
out impairing in the least the security of our 
money system. 


FUNDAMENTAL REORGANIZA- 
TION OF INTERNATIONAL 
GOLD STANDARD 


F. CYRIL JAMES 


Assistant Professor of Finance, Wharton School of 
Finance and Commerce of University of Pennsylvania 


Owing to the situation in regard to repara- 
tions payments and international debts the 
United States and France have been the 
ehief recipients of international payments 
during the past several years. In view of 
the fact that both of these countries have 
very high protective tariffs, it has been diffi- 
cult for their debtors to make payment in 
goods, and as a result gold has flowed to 
both of them in large quantities. At the 
present time the reserves of France and the 
United States, reckoned on a per capital 
basis, are more than twice as high as those 
of England and nearly four times as high as 
those of Germany. In view of the probable 
gold shortage, and the lack of any immediate 
increase in world gold production, the accu- 
mulation of excessive reserves in France 
and the United States has made it more diffi- 
eult for other countries to accumulate a 
sufficiency of this monetary metal, thereby 
accentuating the scarcity and bringing about 
a fall in the general level of world prices. 

A redistribution of the world’s gold would 
obviously ameliorate the international situa- 
tion for the time being, but so long as the 
basic factors in regard to international debts 
and tariffs remain as they are today, such 
a measure would be of purely temporary 
effect. 
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Within a few years we should be back 
again at the point where we find ourselves 
today. The only satisfactory way out of the 
present situation is by a more fundamental 
reorganization of the international gold 
standard itself. We must attempt to con- 
trol the gold standard by international cen- 
tral bank cooperation, since it is unthink- 
able that the complex economic organiza- 
tion of the modern world should depend upon 
the erratic behavior of a single mineral. 
Perhaps therefore any measure for the im- 
mediate redistribution of the world’s gold 
would be dangerous in that it might con 
ceal for the time being the serious underlying 
problem in regard to the future of the gold 
standard. 


RESERVE ABILITY TO PAY OUT 
GOLD 


BENJAMIN M. ANDERSON, Jr., Ph.D. 
Economist of the Chase National Bank of New York 

The calm incredulity with which the Fed- 
eral Reserve System, the American banks 
and the American people met the fears of 
frightened foreigners regarding the safety of 
the gold standard in the United States is 
an impressive thing. We made no protest 
as the foreigners called for gold; we simply 
paid them. 

There has been a great deal of hoarding 
of gold among the people in Europe and, very 
especially, in France. We have had hoard- 
ing in the United States, but it has been 
hoarding of currency, not hoarding of gold. 
The total of this has been estimated at ap- 
proximately a billion dollars, since money 
in circulation, i. e., money outside the Treas- 
ury and money outside the Federal Reserve 
banks, has increased by approximately that 
amount during the past year. This billion 
dollars represents, however, a decided exag- 
geration of the actual domestic hoarding. 

The ability of the Federal Reserve System 
to pay out gold, as shown above, is enor- 
mous. It can certainly pay out far more 
gold than foreign countries are in a _ posi- 
tion to demand, and still have an adequate 
reserve of lending power. The only compli- 
eation that could arise would be if the mem- 
ber banks were not in a position to borrow 
from the Federal Reserve banks, through 
lack of eligible paper and government se- 
curities. The pressure of gold withdrawals 
falls in the first instance upon the com- 
mercial banks. ‘Their balances with the Fed- 
eral Reserve banks are debited as gold goes 
out. These reserves they must then replen- 
ish by securing credit from the Federal Re- 
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DANGER SIGNALS AND SAFETY ZONES IN NON-LEGAL 





TRUST INVESTMENTS 


SUMMARY OF IMPORTANT RECENT DECISIONS BEARING UPON 
DISCRETIONARY POWERS 


ALBERT B. RIDGWAY 


Counsel for Trust Companies Association of Oregon and Member of the Portland, Oregon Bar 





(Epiror’s Note: ZJt is obvious from recent important decisions that the courts are 
disposed to hold corporate trustees to a greater degree of responsibility than individual 
trustees in the interpretation of discretionary powers, especially as regards the retention 
or investment of trust funds in non-legal securities. In the light of investment experience 
during the past few years, this constitutes a challenge which trust companies should 
accept rather than seek to evade. The prime lesson emphasized by Mr. Ridgeway in his 
discussion is that trust officers must never overlook the fact that they are not creators 


but conservors of wealth already created.) 


HE danger signals which I would 

stress as regards non-legal investment 

liability in the investment of trust 
funds, are those lurking in trust instruments 
which give a broad power to retain, invest, 
or reinvest trust funds in such manner as the 
trust officer in his discretion may deem ad- 
visable. : 

In recent years there has been a _ notice- 
able tendency to liberalize the powers of 
trust companies by inserting provisions of 
this type in instruments creating trusts. This 
has been due in great part to the demand 
from the wealthy for tax exempt govern- 
ment securities, which form such an impor- 
tant part of investments open to trust funds. 
The price of these exempt securities has be- 
come so high that the yield was inadequate 
for trust funds. Up to 1929 stocks, both pre- 
ferred and common, public utilities and 
equipment trust certificates offered such prof- 
itable income that trustors have sought to 
make it possible to permit of continuance of 
such investments in their trusts, even after 
their death, by inserting clauses broadening 
the powers of their corporate trustees. 


Right to Select or Retain Non-Legals 

The instruments to which I have reference 
are those providing that funds may be in- 
vested by the trustee in accordance with his 
“best judgment,” or “within his discretion,” 
or as he shall deem for the “best interests of 
the estate, or in good and safe security,” and 
particularly those which give the right of 
continuance of the investment in the form 
received. 

A common type of such a clause usually 
provides: 





“Said trustee shall have full power to con- 
tinue the securities, properties or investments 
so received or to be received by it, * * * in- 
vest and reinvest, * * * and in all respects 
manage, handle and dispose of each and 
every part of the trust estate in such securi- 
ties, properties or investments, either of the 
character permitted by law for investment 
of trust funds, or otherwise, and in such 
manner and upon such terms and conditions 
as to it may seem best.” 

The important question is whether such 
powers give a trustee the legal right to se- 
lect non-legal securities, or retain such se- 
curities received. 


The ‘‘Massachusetts Rule’”’ 

In my opinion one of the best statements 
of the rule generally obtaining upon this 
question is that found in the new Seventh 
Edition (1929) of Perry on Trusts and Trus- 
tees, from section 460 of Vol. 1. * * * The 
so-called “Massachusetts rule” referred to 
by this author, as announced in Harvard Col- 
lege vs. Amory (26 Mass. 446), is that the 
trustee should “observe how men of pru- 
dence, discretion and intelligence manage 
their own affairs, not in regard to specula- 
tions but in regard to the permanent disposi- 
tion of their funds, considering the probable 
income, as well as the probable safety of the 
capital invested.” 

Analyzing this rule, I would say it could 
be summarized thus in respect to the sub- 
ject under discussion. Unless the language 
of the trust instrument is mandatory, the 
trustee making investments in the extended 
field under a discretionary power must still 
follow the so-called Massachusetts rule of 
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“good faith’—that is, display the care and 
prudence of a reasonable man engaged in 
making permanent disposition of his funds. 


Clear Judicial Statement of Trustee’s Liability 

While the Harvard College vs. Amory de- 
cision, 26 Mass, 446, and that of King vs. Tal- 
bot (1869), 40 N. Y. 76), are more frequently 
cited than any other decision discussing in- 
vestment liability of trustees, in neither of 
these decisions, nor in any of the various 
cases which I have read in this connection, 
have I found what I consider a better sum- 
mary and statement of the modern law upon 
the question of non-legal investment liability 
than in that of Jn re Hart’s Estate (No. 1), 
203 Pa. 480, 488. It is because of the pains 
which this court has taken to emphasize the 
fact that a trustee’s discretion should be 
that of a prudent conservator of funds, as 
distinguished from the discretion of a pru- 
dent business man engaged in the accumula- 
tion of funds. 

The case was one in which a trust invest- 
ment of $10,000 was made in bonds of an 
industrial corporation organized some tw9 
years theretofore, and operating in a neigh- 
boring state. Before making the investment 
the trustee conferred with the person who 
had in his lifetime advised the trustor con- 
cerning investments of the latter, who rec- 
ommended the investment, as did the broker 
having the sale of the bonds in question. 
No other investigation was made by the trus- 
tor, and upon failure of the concern some 
two years following the investment, and the 
consequent loss of the investment, the trus- 
tee was surcharged with the amount of the 
loss. 

The court has ruled in substance that 
clauses in trust agreements giving discretion 
in selection of securities must be construed 
by testator’s intention as manifested in the 
whole instrument; that a trustee’s primary 
duty is to preserve principal, not to make a 
large income, taking such risks only as an 
ordinarily prudent man who is trustee of the 
money of others; that a trustee is not bound 
to have more prudence than another, but 
must use his in avoiding risks which one 
owing no duty to others may take. 


Statutes Protecting Trustees Against Liability 

An effort is apparently being made to pro- 
tect trustees who are given a wide discre- 
tion in the investment of trust funds, by 
securing the enactment of statutes relieving 
trustees from liability. In 1931 such a stat- 
ute was passed in Oregon, as an amendment 
to the statute defining legal investments for 
trust funds. In addition to permitting the 


trust companies to invest in certain classes 
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of securities, the statute permits investment 
“In such evidences of indebtedness, or such 
property as may be agreed upon by the trust 
company and the party creating the trust, 
or as may be designated by the court in con- 
nection with any court trust.” 

This clause merely confirms a_ principle 
already established by judicial decisions. In 
my opinion, a trust company functioning un- 
der such a clause would still be required to 
make its selection with the care and pru- 
dence which a reasonable man would exer- 
cise in making permanent investments, anid 
for settled income purposes. 


A Real Danger Signal 

This same amendment, however, provides 
that 

“Any trust company may continue as in- 
vestments in any trust, and without any lia- 
bility on the trustee, the securities or prop- 
erty in which the trust fund is invested at 
the time of its receipt by the trustee’ — 
(Gen. Laws Oregon, 1931, p. 461.) 

Here is a real danger signal. Conceding 
for the moment that its enactment was to 
deprive a trustor or a beneficiary of any 
redress in damage for loss arising through 
the neglect of the trustee to immediately, or 
within a reasonable time, convert and rein- 
vest in securities recognized as proper for 
trust funds, I cannot escape the conclusion 
that the constitutionality of such a statute 
is open to grave question. While this con- 
clusion is not supported by any appellate 
court decision construing similar statutes, it 
is supported by principle. 

The Oregon Constitution contains a clause 
which provides that 

“Every man shall have remedy by due 
course of law for injury done him in his 
person, property, or reputation.” (Art. I, Sec. 
10. ) 

In numerous decisions by our Supreme 
Court it has been held that the purpose of 


this constitutional provision was to save 
from legislative abolishment those jural 


rights which had become established prior 
to the enactment of our constitution.—( West 
vs. Jaloff, 113 Or. 184, 36 A. L. R. 1391, 232 
Pac. 642.) 

In the more recent case of Stewart vs. 
Houck, 127 Or. 589, there was involved the 
construction of the Oregon law known as 
the Guest Act, and which provided that when 
any person who was a guest and accepted a 
ride, received an injury, such person should 
have no right of recovery against the owner 
or driver of the vehicle, the acceptance of 
the free ride as a guest being presumed te 
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be a waiver of liability for accident or in- 
jury. 

Our court held that by enacting this stat- 
ute the legislature sought to withhold jural 
significance from a breach of duty which pre- 
viously was regarded as a cause of action. 
The purpose of the constitutional provision, 
however, was to safeguard those ancient 
rights, and preserve as enforceable causes of 
action any breach of them which resulted 
in injury to another. The guest act, there- 
fore, being in conflict with those provisions, 
the constitution must prevail. 


Observance of Constitutional Principle 

I do not deem it necessary to further dis- 
cuss the constitutionality of those provisions 
relieving trustees from liability for retaining 
investments in the form in which received, as 
in my opinion, even though the validity of 
the act was sustained, the future success of 
trust business would experience a decided 
handicap if trust companies should adopt a 
policy of ignoring the principles to which I 
am here referring, and rely exclusively on 
freedom from liability given under such a 
statute. 

It appeals to me that trust companies 
should much prefer to follow the principle 
that, even though they were authorized to 
invest in corporate stocks or other non-legal 
securities, or retain investments in the form 
in which they were received, nevertheless 
they would hold themselves liable for any 
loss occurring through failure to exercise the 
requisite care. The premise on which cor- 
porate fiduciaries are asking for business is 
that, owing to special investment knowledge 
and facilities possessed by trust companies, 
a stricter rule of responsibility can be laid 
upon you as fiduciaries than apon ordinary 
individual trustees, 


Retention Equivalent to Making Investment 

Another danger in retaining non-legal se- 
curities arises from the fact that some courts 
have held that retention is equivalent to 
making an investment in such _ securities. 
Thus, in Ashurst vs. Potter, 29 N. J. Eq. 625, 
the court said: 

“But it may be said that these executors 
did not make investments, but merely con- 
tinued investments, made by the testator, in 
private stocks. I cannot think that this al- 
tered their duty or responsibility. At the 
testator’s death they were clothed with full 
power to act, and the duty of action was im- 
posed upon them. They were bound to act, 
and to invest in public securities or bonds 
and mortgages. RETAINING IMPROPER INVEST- 
MENTS WAS, IN FACT, MAKING THEM} RETEN- 
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TION IN SUCH CASES IS A POSITIVE ACT; and 
the fact that the testator had considered 
these stocks good investments, and had in- 
vested in them, cannot excuse them for in 
vestment in them.” (632) 

In Clark vs. Clark (Ga.), 144 S. E. 787, 
it was held that: 

“Where trustees are authorized to continue 
investments by the creator of the trust, they 
must exercise reasonable diligence in watch- 
ing the trust, and they must make changes 
in investments whenever it appears that it 
is necessary so to do. * * * We deem the 
safe and better rule to be that trustees who 
receive investments made by the creator of 
the trust, not in securities authorized by our 
law, should, in the absence of directions to 
retain them, dispose of such securities, and 
invest the proceeds in such other securities 
as are authorized by our law.” (793) 


Corporate Trustees Possess Greater Liability 


Another danger signal to which I would 
‘all attention is the distinction between in-* 
dividual and corporate trustees. The courts 
are apparently, and I think properly, holding 
trust companies to a greater degree of re- 
sponsibility than individual trustees in the 
management of trust investments. The rea- 
sons for this stricter standard are the facili- 
ties possessed by trust companies for carry- 
ing out this specialized function, and the fact 
that these facilities are greatly relied upon 
by agents of trust companies in soliciting 
business. 

In the Fulton Trust Company decision of 
Surrogate Slater (242 N. Y. Sup. 210) we 
find the following: 

“In trust relations these days, when trust 
companies have entered the business, much 
more is expected from a corporate trustee 
than from the old fashioned individual ez- 
ecutor or trustee. Trust companies seek this 
character of business, claiming that they are 
specially qualified and financially responsible. 
They make a specialty of trust matters, and 
claim to be familiar with the authority of 
executors and trustees as to trust invest- 
ments, They have claimed that each estate 
and trust will receive the personal attention 
of one trust executive, whose life work is the 
administration of estates and trusts, and de- 
cisions with regard to the purchase and sale 
of securities will be independently arrived 
at by these officers in consultation with in- 
vestment experts.” (221) 

While this decision was reversed on ap- 
peal, such reversal can in no wise affect the 
force of this statement as an indication of 
the direction to which the courts are tending. 












Stricter Rule of Responsibility 


In a recent Pennsylvania case the court 
said: 
“We have not overlooked appellan?’s ar- 


gument, so earnestly presented, that owing 
to the special facilities possessed by such cor- 
porations, ‘a stricter rule of responsibility 
should be exacted from trust companies as 
fiduciaries’ than from the ordinary individual 
trustee.’ (Linnards Estate, (1930) 299 Pa. 
32, 39, 158 Atl. 912, 914.) 

In Villard vs. Villard, 219 N. Y. 482, 114 
N. E. 787, the trustee was authorized to hold 
non-legal investments made by the trustor. 
The executors, however, without the knowl- 
edge of the trustee, sold the trustor’s invest- 
ments and bought other non-legal invest- 
ments, which were delivered to the trustee. 
In sustaining a surcharge, the court said: 

“The executors, on their part, in paying 
the amount to the trust company, were deal- 
ing with a corporation making a _ specialty 
of trust matters, and very familiar with the 
authority of executors and trustees, and as 
to trust investments, and no special duty 
was owned by them to it.’ (794) 


Trust Instruments Drawn by Corporate 
Trustees Strictly Construed 


Another danger signal to which I would 
call attention is that less weight may be 
given by the courts to clauses permitting re- 
tention of securities or investments in non- 
legal securities, where the instruments are 
drawn by trust companies’ lawyers, than in 
eases of the individual trustee, whom the 
settlor may genuinely desire to be safeguard- 
ed from liability. 

While we have not found this principle 
sustained by any decision involving liability 
of a corporate trustee, it is referred to in a 
very excellent note on the Fulton Trust case 
in 30 Columbia Law Review, 1166, 1172. The 
principle that an instrument will be most 
strongly construed against the individual 
drawing it is well established. An example 
is that of insurance policies. Under the de- 
cisions they are construed as strongly as pos- 
sible against the company issuing the policy. 
(London Guaranty & Accident Compuny vs. 
Ogelsby, 231 Pa. 186, 80 Atl. 57; Charles 
Wolf Packing Company vs. Travelers Ins. 
Company (Kans.) 146 Pac, 1175, 1177.) 

The danger of liability from the exercise 
of discretion vested in a corporate trustee 
under the provisions of a trust instrument 
-annot be avoided by petitioning equity 
eourts for instructions. Courts ordinarily 
will not interfere with the exercise by a trus- 
tee of a discretionary power. In some states 


it has been held that it will not even give 
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instructions if asked for, as to do so would 
result in the court substituting its own opin- 
ion for that of the trustee. 

An interesting discussion of this principle 
by Guy Newhall is to be found in an article 
in Trust COMPANIES Magazine for May, 1930, 
page 731. 


Ratification as to Retention of Non-Legals 

The last danger signal to which I would 
call attention is the custom which is develop- 
ing among some trust companies of seeking 
to avoid liability for retaining non-legal se- 
curities in the form received by obtaining 
from the trustor, if alive, or if deceased, 
from the beneficiaries, either their consent 
to, or ratification of such retention. 

In my opinion this procedure should be 
adopted with great care, and only when ab- 
solutely necessary. Trust companies are ad- 
vertising the possession of special facilities 
for handling investment of trust funds. 
When trust companies, therefore, seek to se- 
cure the content or ratification of beneficia- 
ries to the retention of particular securities, 
they are not only asking the beneficiaries to 
exercise a discretion which they claim to be 
better qualified themselves to exercise, but 
they are inevitably seeking to divide a re- 
sponsibility which they are paid to assume. 

From a practical standpoint there will be 
occasions, however, where the propriety of 
disposing of certain securities received un- 
der a trust, to purchase securities recognized 
as proper for trust funds is a close question, 
or where there is a specific instruction to re- 
tain a security in the form received, and the 
trustee reaches the conclusion that a change 
is warranted, or where the trustee in a de- 
sire to fully perform its duty, concludes that 
a change is advisable, and the beneficiaries 
object. In such instances it will undoubtedly 
be proper to secure the written consent of the 
beneficiaries. 
the 


Care, however, should be taken in 


drafting of such documents. 

In Davis vs, Davis Trust Company (W. Va. 
1928), 145 S. E. 588, the will directed that 
certain bonds should be held, or if paid be- 
fore distribution, the trustee should invest 
the proceeds in “other safe interest-bearing 
securities.” The bonds were exchanged for 
preferred stock in a coal company, and for 
seven years dividends were paid. Two bene- 
ficiaries reaching their majority, confirmed 
the exchange in writing. In commenting on 
this ratification the Court said: 

“Equity regards the transacwons between 
the trustee and the CESTUI QUE TRUST (‘a bar- 
barous foreign idiom’) with a watchful and 
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suspicious eye. While a beneficiary may con- 
jirm @ breach of trust by his trustee, in order 
for the confirmation to be effective it must 
appear affirmatively, among other things, 
that he had full knowledge of the facts con- 
stituting the breach, and was advised of his 
legal rights therein.”  (S9V) 

Pertinent comment on a ratification given 
a trustee may also be found in Clay vs. 
Thomas, 178 Ky. 199, 198 S. W. 762, 1 A. L. R. 
73s. 


Permissive Authority as Against Specific 
Instruction 


Up to this point I have been 
danger signals for liability for investing in 
non-legal securities for which corporate trus- 
tees should be on the look-out. I will now 
briefly discuss two methods of avoiding fu- 
ture liability which may result from retain- 
ing or investing trust funds in non-legal se- 
curities. 

If prospective trust patrons, in discussing 
proposed trusts, display a desire that their 
investments be retained by corporate trus- 
tees, or in order to secure a greater income 
return, the power to invest in non-legal se- 
curities be granted, the safer course is to 
suggest the insertion in the instrument cre- 
ating the trust of a specific or mandatory 
clause, since there appears to be arising in 
trust law a distinction between permissive 
authority to retain or reinvest, as against 
specific instructions. 


discussing 


The case of Crabb vs. Young, 92 N. Y. 56, 
is an illustration. The court said: 

“The will of the testator expressly erempts 
them (trustees) from liability ‘for any loss 
or damage that may happen to my estate, er- 
cept the same shall occur or take place from 
their own wilful default, misconduct or ne- 
glect. The testator had an absolute right 
to select the agents by which his bounty 
should be distributed, and to impose the 
terms and conditions under which it should 
be done. He well knew the character and 
qualifications of those whom he selected as 
his trustees. * * * The court has not the right 
to increase the measure of their responsibil- 
ity, or impose obligations from the burden 
of which he has in his will so carefully pro- 
tected them. We think, therefore, in the ab- 
sence of any finding to the effect that the 
conduct of the defendant Isaac H. in making 
such investments was wilful or fraudulent, 
that the court below erred in holding that 
he was liable to replace the amount of such 
investment in the trust fund.” (66) 


Record of Diligence Used 
Another method of avoiding liability for 
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retaining non-legal securities is that indi- 
cated by Mr. Justice Kellogg in Re Clark’s 
Will, decided July 15, 1931, 257 N. Y. 182, 
177 N. E. 3897, and now known as the Fulton 
Trust Company case. 

In this case the trust 
thorized to retain securities. It was, how- 
ever, surcharged by Surrogate Slater $17,- 
556 because of failure to sell Cuban Ameri- 
can Sugar Company and Guantanamo Sugar 
Company stock. The reversal was based on 
various reasons, among them being that 
while a trustee must be faithful, diligent, 
and prudent, such qualities must be deter- 
mined by a consideration of the facts as they 
exist at the time of their occurrence, not 
aided by those which subsequently take 
place; that a wisdom developed after an 
event is a standard no man should be judged 
by; that trustees are not wanting in sound 
discretion “simply because their judgment 
turned out wrong,” or lacking in diligence 
where securities of a trust are regularly ex- 
amined by experienced men, and advice of 
outside financiers be taken. 

If this important decision spells any les- 
son to trust companies it is that trust officers 
should display not only diligence in checking 
and examining securities of a trust, but that 
such a record be kept of the methods used 
in checking and examining such securities, 
and the results obtained, as will carry con- 
vietion to a court. 


company was au- 


Summary of “Danger Signals’’ and 
Precautions 


The points I have attempted to stress in 
this paper may be thus summarized: 

1. In the absence of clear and specific in- 
structions in a trust instrument, a trust com- 
pany may be surcharged with any loss re- 
sulting from the investment of trust funds 
in non-legal securities, notwithstanding the 
exercise of good faith, diligence and pru- 
dence. 

2. That while statutes may be enacted per- 
mitting trust companies, without express au- 
thority in the trust agreement, to continue 
as investments in any trust, and without 
any liability, the non-legal securities in 
which the trust fund was invested when re- 
ceived, the constitutionality of such statutes 
is open to grave doubt as an attempt of the 
legislatures to abolish a trustor’s or a bene- 
ficiary’s right of action for injury to his 
property, which right existed prior to the 
enactment of state constitutions. 

3. That the mere power to retain invest- 
ments received from a trustor does not 
change the liability of the trustee for negli- 
gence, or failure to exercise reasonable pru- 
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dence, since retaining non-legal investments 
is equivalent to making them, as retention 
in such instances is a positive act. 

4. That courts are holding corporate trus- 
tees to a greater degree of responsibility than 
individual trustees, because of the facilities 
possessed for carrying out this specialized 
function, and because these facilities pos- 
sessed for carrying out this specialized func- 
tion, and because these facilities are stressed 
and relied upon by agents of trust companies 
in soliciting business. 

5. That provisions inserted in trust in- 
struments, permitting retention of securities 
in the form received, or the investment in 
non-legal securities will be most strictly con- 
strued against the trust companies when 
drawn by trust companies lawyers. 

6. That trust companies cannot avoid re- 
sponsibility for discretionary action by pe- 
tioning equity courts for instruction, as to 
do so would result in the court substituting 
its own opinion for that of the trustee. 


Securing Consent or Ratification 

7. That where the consent or ratification 
of the trustor or beneficiary is deemed de- 
sirable or necessary, it must appear affirma- 
tively that the consenting or ratifying party 
had full knowledge of the facts, was fully 
advised of his legal rights, and was given 
opportunity for independent thought, and if 
the consent fails in any of these particulars, 
it will be ineffective as a defense against a 
charge of negligence. 

8. That any policy of securing a consent 
or ratification of a trustor or beneficiary of 
the action of the trustee in retaining securi- 
ties not recognized as proper for trust funds 
should be seldom pursued. The very rela- 
tionship between trustee and a_ beneficiary 
pre-supposes superior business capacity, bet- 
ter judgment and broader experience in com- 
mercial transactions possessed by the cor- 
porate trustee, otherwise there would be lit- 
tle occasion for the relationship. To there- 
fore ask the consent or ratification of a trus- 
tor or beneficiary of the trustee’s action on 
the retention of non-legal securities, is to ig- 
nore one of the fundamental reasons for a 
trustee’s existence; is a tacit admission that 
the trustee recognizes it is adopting a course 
not countenanced by the better principles of 
trusteeship; evidenced an effort by the trus- 
tee to avoid liability upon the well recognized 
principle that, owing to special facilities pos- 
sessed, a stricter rule of responsibility will 
be exacted from corporate fiduciaries than 
from ordinary individual trustees; and in 
time will disclose to your patrons that you 
are asking them to perform, if not the most 
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important, certainly one of the most impor- 
tant duties which, under the provisions of 
your trust instruments, you yourselves have 
been paid to do. 


Prime Duty as Conservors of Wealth 

9. That trust officers should never overlook 
the fact that they are, after all, not creators 
of wealth but conservers of wealth already 
created; that they are financial physicians 
and not financial magicians; that the Massa- 
chusetts rule of good faith, diligence and pru- 
dence goes too far in the field of discretion, 
just as truly as the statutory rule is too lim- 
ited in its mathematical definition; that the 
better rule is to be found in the case of In re 
llart’s Estate, 203 Pa. 480, 488, wherein the 
Pennsylvania Court emphasized the fact that 
the discretion required of a trustee in in- 
vestments, where discretionary powers are 
given, is the discretion of the careful and 
prudent conservator of funds as distinguished 
from the discretion of the careful and pru- 
dent business man engaged in the dccumu- 
lation of funds; that a prudent man with his 
own estate, expecting his investments to 
largely enhance in value, may take greater 
risks, it is nobody’s business but his own; 
while a trustee, with the estate of another, 
entrusted to his care, is confronted with the 
plain duty that, if he would conserve it, he 
must minimize the risk; that a trustee is not 
legally required to have more prudence than 
another, but he must employ his prudence 
in avoiding risks which the owner of in- 
vestments, owing no duty to others, is free 
to take; and, finally, that in view of the 
probable favorable results, prudence may say 
to the owner, “Take the risk,’”’ while in view 
of the possible disaster, prudence says to the 
trustee, “Take not the risk.” 


Mandatory Provisions 

In conclusion, let me say that if these 
danger signals to which I have but briefly 
ealled attention, should give cause for fear. 
then there is only one avenue of escape. 
See to it that trust instruments contain man- 
datory provisions, requiring retention or in- 
vestment in those non-legal securities of the 
type received from the trustor, irrespective 
of possible loss from depreciation. 

If, on the other hand, trust officers con- 
tinue to possess that moral courage which. 
from experience with trust officers, I know 
they possess, they will assume and exercise 
that discretion with these danger signals in 
mind, and thereby continue to merit that con- 
fidence from the public which, for all time 
will prove to be their greatest single asset. 
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INVESTMENTS 


SYSTEM FOR FACT-FINDING, ANALYSIS AND PERIODIC REVIEW 


EDWARD J. REILLY 
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(Epiror’s Note: The essence of successful and profitable trust business lies chiefly 
in the efficient supervision and handling of investments which constitute the major por- 
tion of trust estate assets and which likewise carry the largest measure of responsibility. 
The following article, combining both trust and investment experience, is of unusual 
interest. Unfortunately there are too many trust departments still sadly lacking in the 
necessary equipment and policies of supervision of investments. The article herewith 
develops a system which comprehends the problems involved and the necessary procedure 


toward effective supervision.) 


VENTS of the past three years, both 

judicial and economic, have focused 

attention upon the increasing impor- 
tance of adequate supervision for trust in- 
vestments. Decisions by courts which have 
seemed to substitute hindsight for foresight 
in measuring the responsibility of fiduciaries 
and which, in some eases, have required a 
heretofore unheard of degree of diligence on 
the part of corporate fiduciaries, coupled with 
the general demoralization of the security 
markets, have shocked many fiduciaries into 
a realization of the necessity of adopting ef- 
fective and efficient methods of providing 
competent investment management for the 
trusts in their care. 

It is probably a more healthy state of 
affairs that such conditions exist. After all, 
in trust advertising, aside from the attrib- 
utes of permanence and impartial fidelity, 
probably no qualification in favor of the 
corporate fiduciary has been stressed more 
than its competent, efficient and interested 
care of investments. It is one thing to 
promise. It is still another to transmute 
that promise into effective performance and, 
particularly in the field of investment super- 
vision, this transmutation has not been upon 
a par in efficiency and effectiveness with 
other features of fiduciary service. 


Difficulties of Installing Adequate Supervision 

There have been many difficulties to over- 
come. One of these has been the element of 
expense. Another has been the seeming bar- 
rier in organization of the function which 
would insure adequate performance and sat- 
isfaction with the results obtained. It is 
really an expensive proposition to employ se- 


curity experts with sufficient background to 
justify reliance upon their judgment and to 
provide them with fact-finding facilities 
which will permit of their functioning to the 
fullest extent of their abilities. It is expen- 
sive, and cumbersome too, to have lengthy re- 
ports prepared, adequately portraying the 
facts surrounding the trust which will de- 
termine investment policy in each case and 
also discuss the statistical position of the in- 
vestment holdings. Even if such reports can 
be produced, the formidable character which 
they often take discourages an otherwise 
well-intending and dutiful trust committee 
whose members, if really capable, have suff- 
cient other interests to command their atten- 
tion. The problem requires patient study and 
the adoption of carefully considered plans 
if the responsibility assumed is to be effec- 
tively discharged and the attention and in- 
terest of the trust committee maintained. 

It will be our purpose here, to consider the 
necessary elements of proper investment su- 
pervision and then formulate a system which 
will insure proper attention to these essen- 
tials. Probably the case system will prove 
most satisfactory for demonstration purposes 
and since no adequate degree of supervision 
is possible without a thorough and complete 
understanding of the ground-work and all 
the special considerations applying it will be 
necessary at the outset to secure a thorough 
grasp of the problem so that an intelligent 
investment policy for the particular trust 
may be formulated. 


Analysis of a Typical Trust 
Our case is that of Modern Trust Company 
of Metropolis as trustee under the will of 
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John Doe. Mr. Doe died four years ago with 
the trust company named as executor and 
trustee under his will. After the administra- 
tion had been completed with debts, legacies 
and inheritance taxes all paid, a residue 
amounting to approximately two hundred 
thousand dollars was left in trust to pay 
the income to the widow for her life with the 
remainder to be equally divided between two 
children or continued in trust for them until 
they had attained the age of twenty-five, 
should their mother die before that time. A 
typical trust. 

Unfortunately, this trust company did not 
apply appropriate methods of supervising 
trust investments until long after the Crash 
in 1929 but did so, fortunately, before the 
Drop in 1931. When it did finally undertake 
to provide the character of service which its 
trust literature and its solicitors assured its 
clients would be available, a really thorough- 
going attempt was made to apply the most 
skilled investment practice to a complete un- 
derstanding of the problem involved. It 
realized that, after all, each trust in its care 
was a separate legal entity—a separate busi- 
ness entity, if you will, with a definite reason 
for coming into being and for having been 
placed under the guidance of the trust com- 
pany. 

If all fiduciaries would regard each of their 
trusts as separate businesses established un- 
der carefully designed powers granted in the 
will or trust agreement or emanating from 
the statutes of the state, with a certain func- 
tion or functions to be performed and having 
certain assets with which to perform those 
functions, fewer clouds would appear on the 
horizon of intelligent service. If trust offi- 
cers exercised as close scrutiny over the as- 
sets of the trusts and their functioning as the 
banking department exercises over the work- 
ing capital, assets and liabilities of commer- 
cial customers of the institution, there 
would never be any fear of actions to sur- 
charge and no question of the exercise of 
due diligence. And is it not reasonable to 
expect comparable attention? 

After all, the commercial customer is ac- 
tive and alive, able and endowed with at 
least some qualifications which justify his 
claim to be running a business of his own. 
At the same time, the capable banker 
watches his performance most carefully and 
if any fact comes to his attention which 
prompts inquiry concerning the business abil- 
ity or success of the customer, that inquiry 
is promptly and diligently made. If action 
is justified, that action is taken—and 
promptly too! Since after all, every trust is 
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a separate business, but with the handicap of 
having only one source of guidance of its 
destinies, the corporate fiduciary, is it not 
doubly important that the utmost attention 
be given to insuring competent business man- 
agement for that business? 


Inactive Fidelity Is Not Enough 

If the fiduciary is not equipped or is un- 
willing to provide for complete and compre- 
hensive business management for the enter- 
prises it has engaged to conduct—investment 
management of the trusts in its care—it has 
no place in the field of fiduciary service 
where high idealism in all phases of service 
has justified continued confidence on the 
part of those who have sought to find a place 
for the repose of most sacred trusts after 
they have passed on. The wish to secure 
some of this character of business for the 
purpose of enhancing the earnings of the 
bank or trust company without a _ willing- 
ness and readiness to follow through with 
the highest character of qualified attention 
to investment management is not only sub- 
versive of the high idealism which has char- 
acterized fiduciary service heretofore but 
constitutes a gross breach of faith which 
should not be tolerated. 





Inactive fidelity is not enough. No busi- 
ness, no matter how simple its organization 
may have been, has ever prevailed where the 
extent of the management’s function was to 
see that no one ran away with it. Neither 
can any trust endure and grow where the 
attention it receives is primarily safekeeping 
of the evidences of its proprietary rights and 
timely operation of the ministerial functions 
of collection and distribution of income. 


To get back to our typical trust—we were 
considering the trust under the will of John 
Doe. True, at the termination of the execu- 
torship, the trust was worth about two hun- 
dred thousand dollars, but at the time that 
the trustee really awakened to its responsi- 
bilities this figure had been cut forty per cent 
because of security market convulsions fol- 
lowing the Crash of 1929. What avenue of 
approach should it employ in_ properly 
evaluating all of the elements involved? 


Answer to Pertinent Question of Management 

Let us return again to our theory of a trust 
being a business with a certain job to per- 
form. What were all of the elements of that 
job? What were the special requirements, if 
any? The testator was primarily concerned 
with securing a safe, regular and satisfaec- 
tory net income for his wife. Fine. What 
is her situation? What is her degree of de- 
penderce upon the income from this trust? 































































eee yl tee er eee 










ll SARE Lae aba tax 


TRUST COMPANIES 579 


Are there any other sources of income from 
her own resources? What income does she 
require to maintain her present station in 
life and in what degree does the income 
available meet that situation? The answer 
to these questions will not, of course, affect 
the conservatism you will employ but they 
will indicate the probable character of se- 
curities you will be disposed to favor. If the 
utmost income from the trust is important 
and if high grade bonds are selling on a com- 
paratively low yield basis, then approved 
mortgages will be preferred, returning a 
higher yield with comparable safety but with 
lesser marketability and opportunity for ap- 
preciation. 

If the income of the life tenant is large 
enough, not only on account of income from 
the trust but through income from private 
funds, consideration should be given to the 
relative efficiency of maintaining a substan- 
tial interest in tax-exempt securities. If the 
jurisdiction is one where unscientific intan- 
gible personal property taxes prevail, con- 
sideration must be given to these artificial 
factors which may materially affect the real 
income received by the trust. 

Special considerations applying in the trust 
must be studied carefully. If the income is 
inadequate and there is a direction to draw 
upon the principal to make up this deficiency 
any investment policy formulated will bear 
in mind the necessity for substantial liquid- 
ity to provide for such requirements. A 
large number of trusts of moderate size pro- 
vide that the cost of the higher education of 
children shall be borne by the corpus of the 
trust. In such cases it is important to have 
securities maturing in the years when it is 
likely that this function of drawing on the 
principal must be exercised. If it is impos- 
sible to secure satisfactory media with 
proper maturities, then consideration must be 
given to government obligations because of 
their ready marketability and comparative 
freedom from violent market action which 
might compel a sacrificial sale in the case 
of the usual run of mortgage, bond, or stock 
investments. 


Purpose of Trust and Investment Policy 
Must Harmonize 


Continuing with our basic ground-work we 
must consider any special purposes for which 
the trust was established so that our invest- 
ment policy will be in full harmony with 
such purposes. The investment powers 
granted will also bear upon investment pol- 
icy. Possibly the investment powers granted 
authorize the retention of securities origin- 
ally in the trust but limit the trustee to legal 


investments for trust funds on reinvestment. 
In such cases our future investment policy 
will be governed in a large measure, by an 
appreciation of the fact that if a particular 
issue is disposed of, reinvestment must be 
confined to issues having a relatively cir- 
cumscribed opportunity for appreciation in 
value. Unless there is a real element of 
weakness in the issue we contemplate dis- 
posing of, we shall likely hesitate to do so. 

The obligation to amortize bond premiums 
is also important. If there is such an ob- 
ligation, reinvestment should be confined, as 
far as possible, to discount bonds and if ap- 
propriate media are not available in the 
classification then very careful scrutiny must 
be given to the amortization requirements 
on any premium issues under consideration 
since they will materially affect the current 
return available for life-tenants—particu- 
larly if current return is an extremely im- 
portant consideration—as it is in very many 


cases. 


Analysis of the Trust as a Whole 

So much for the basic ground-work. If 
these important factors are clearly and defi- 
nitely in mind and our attention is focused 
upon them, we can proceed with the next 
step—the analysis of the trust as a whole. 
Here appropriate consideration must be given 
to such salient characteristics as investment 
quality, diversification, marketability, cur- 
rent return, and general suitability to the 
requirements of the beneficiaries and the 
purposes for which the trust was established. 

Our first chart is an analysis of the in- 
vestment quality of the John Doe trust at 
the time that the trust company turned over 
a new leaf and determined to apply really in- 
telligent investment management to the trust. 
It will be noted that the quality of the issues 
is measured by a recognized yardstick of 
investment quality—and there are several of 
them—it is not material whether you use 
Moody, Standard, Poor. Fitch or any other 
established and recognized system so long as 
some system is used. 

Interviews with close to two hundred 
fiduciary executives within the past six 
months reveal that more than ninety per 
cent employ no measure of investment qual- 
ity whatever, while among the remainder, a 
vast majority use such classifications as Ex- 
cellent, Very Good, Good, Fair, and similar 
points of graduation which obviously must 
vary since there is no really scientific method 
of determining what will be incorporated 
within each of the classifications designated 
and the allotment will often tend to vary 
with the disposition and domestic tranquility 
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of the person acting as judge of classifica- 
tions. The use of recognized ratings insures 
classifications according to accepted stand- 
ards. 


Attention to Recognized Ratings 

A glance at Chart No.1 reveals that $27,000 
of the bonds are rated lower than Baa—an 
obviously unhealthy situation which probably 
would never have come to light had no an- 
alysis of investment quality been made. Di- 
recting attention now to the “total” columns 
of the chart, it is apparent at a glance that 
38 per cent of all of the holdings are rated 
lower than Baa and with the 12 per cent 
rated Baa it is apparent that 50 per cent of 
this trust is rated Baa or lower, while only 
26 per cent qualifies for the investment rating 
of A or better—certainly a revealing situa- 
tion which will challenge attention to the 
possibility of performing a major operation 
of pruning when we come to consider the in- 
dividual issues. 


INVESTMENT QUALITY 00 omited) 
Common 


Moody Preferred 

Rating Bonds “fo Stocks % Stocks % Tals % 
Aaa 5 21- —- — 5 B 
Aa 6 8- —~-—--6 5 
A 5 7- —- 5 Bw 8 
Baa 710W0- — 78 Nn 
Lower 27 37 Il 00 12 31 50 38 
Unrated _[3° 17 — — 15+ 38 28 24 


Totals 723 100 Il 100 39 100 123 100 


*Local mortgages and shares in local enterprises 
Average Quality- Lower than Baa 
CuHart No. 1—An analysis of the investment 


quality of this trust focuses attention on 
the unsatisfactory character of the issues held. 


It will be noted too, that these factors 
stand out prominently and it is not necessary 
to ferret one’s way through a voluminous re- 
port to find them. The facts are briefly and 
intelligently presented in such manner as to 
challenge attention. If they had been in- 
corporated in a lengthy typewritten report, 
the time of the members of the trust commit- 
tee would undoubtedly be unduly encroached 
upon in expecting them to read and study 
these and all of the other vital statistical fac- 
tors and, even should they read a complete 
report, the absence of graphic presentation 
tends to cause the reader to lose sight of 
salient features not readily grasped at a 
glance, if further voluminous reading or dis- 
cussion should dismiss the facts from mem- 
ory. Furthermore, the labor and expense in- 
volved in the graphic presentation is con- 
siderably less than where formidable docu- 
mentary reports are provided. 

Well, we made prompt mental note that a 





major operation was in order here and evi- 
dently prevailing conditions made that opera- 
tion possible because we find from next chart 
(No. 2) indicating the investment quality of 


INVESTMENT QUALITY (co0onec) 


Moody Prefened Common 

Rating Bonds % Stocks % Stocks % Totals %_ 
Aaa 5 D- -- -5 B 
Aa 328 -— — 8 8B 4 33 
A 55 0 — — 7 40 32 27 
Baa ---—--—-6 H6 5 
Lower ~- — — — —- — — — 
Unrated 3°17 — — 12 28 25 22 
Totals 7 100 — — +3 100118 100 


»Local mortgages and sures in local enterpnises 


Average Quality Slightly lower than A 


CuHarT No. 2—Two years later the same trust 

showed an impressive improvement in the 

quality of the issues held—with an actual in- 
crease in income return. 


the trust eighteen months later, that strik- 
ing improvement has taken place. All of 
the securities rated lower than Baa have been 
eliminated and no bonds rated lower than A 
remain in the portfolio. Only 5 per cent of 
the issues remaining fall within the Baa 
classification while 73 per cent of the hold- 
ing are now rated A or better by comparison 
with 26 per cent at the time of the initial 
analysis. Rather a substantial improvement 
in investment quality in the limited period in- 
volved! It will be noted that there has been 
a shrinkage in value from $123,000 at the 
time of the initial analysis to $118,000 
eighteen months later, in the early part of 
this year. However, in this very case the 
actual income has been increased from $5,405 
to $5,840 annually, yielding a current return 
of 4.91 per cent in comparison with 4.36 per 
cent at the date of the first analysis. Fur- 
thermore, had the original securities been 
retained there would have been a shrinkage 
in value not of less than 5 per cent but 
approximately 40 per cent additional and the 
income would have been reduced through 
contraction of dividend return in several 
cases. 
Investment Quality as Affected by Market 
Volatility and Diversification 

Chart No. 3 (see next page) illustrates im- 
portance of investment quality as it affects the 
market volatility of issues held. This chart is 
predicated upon the action of 120 domestic 
bonds over the period of the last five years. A 
glance reveals the relative market stability 
of the highest grades as compared with the 
erratic movements of issues of poorer qual- 
ity. By placing emphasis upon improvement 
in investment quality, the fiduciary is not 
only strengthening the stability of the fund 
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as a whole, but also relieving itself of the 
inevitable headaches which must follow from 
conscientious efforts to follow market trends 
of issues of medium and poorer grade. Focus- 
ing attention on improvement of quality will 
not only benefit the trust itself—improve the 
working capital and asset position of that 
business you are engaged in conducting—but 
also insure comparative freedom for other 
essential functions. Investment quality, un- 
fortunately so little considered, is, in fact, 
the most important point of test in any 
analysis. If the issues are of high quality, 
the questions of diversification, geographical 
distribution and other similar characteristics 
are secondary and may often be overlooked. 

The next chart (No. 4 indicates the diversi- 
fication of this fund at the time of the original 
analysis. A glance reveals that there are no 
government or municipal issues in the fund. 
For a trust of this size, that is probably 
quite satisfactory. There is a relatively satis- 
factory amount invested in short term issues 
and the interest in common stocks, figuring 
their value after the crash of 1929 is not 
inordinately large. However, there is one 


factor which stands out prominently: 36 per 
cent of the fund is invested in industrial se- 
curities. In formulating an investment pol- 
icy for the trust adequate consideration must 
be given to this factor. 


DIVERSIFIC ATION (000 onutiec) 
Short Long Term Common 
Class Term % Preferred °% Stocks % Totals % 


Govt-‘Mun — _-=— — 


Railroads — — 17 28 6 15 2 19 
Utilities — — 19 31 9 BBW MH 
Industral 6 32 29 41 12 31 47 36 
Fnanial — — — -— - -~ -— = 


Miges cic 13° 68 — — 12+ 31 25 21 


19 100 65 100 39 100 123 100 


+Local mortgages and shares in local enterprises 


Percent of totals 16 5l 33 100 


CuHart No. 4 — An analysis of the original 
diversification of the trust, revealed an excellent 
opportunity for real improvement. 


With this survey of the requirements of « 
the beneficiaries, the tax considerations in- 
volved, the investment powers granted, and 
the quality and diversification of the fund as 
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a whole, we are in a position to analyze each 
issue bearing in mind its marketability, yield, 
quality, inventory value, general suitability 
for the requirements of the trust and its rela- 
tive efficiency as affected by all of the con- 
siderations mentioned. 


Analyzing Separate Issues 

In analyzing the separate issues considera- 
tion must be given to the industries repre- 
sented. Is the industry an important one and 
what are its prospects over the probable life 
of the trust? Is the company whose securities 
you hold an important unit in that industry 
and how does it compare with other out- 
standing units? What is the character of its 
management; is it progressive, competent and 
favorably regarded in investment banking 
circles? What has its earnings record been 
and how does it compare with other units 
in the industry? What is its dividend record 
and its policy with respect to conserving 
earnings and building up working capital? 
What is its situation with respect to com- 
petition? What is the margin of safety af- 
forded to cover service charges on the issue 
in which you are interested? What is the 
relationship between bonded debt and equity 
interests? Are there outside factors which 
may influence market value such as qualifi- 
cation for trust fund investment and are the 
requirements for such qualification adequate- 
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ly met? When all of these tests have been 
applied and applied in the light of the fac- 
tors previously mentioned, it is possible to 
determine what should be sold and what re- 
tained. With respect to reinvestment the 
same tests should be made with emphasis 
upon the factors of quality, safety, diversifi- 
cation and income return afforded. It is not 
always possible to improve quality and in- 
come at the same time. 

With the trust completely analyzed from 
the requirements of the beneficiaries through 
to the recommendations for sale and reinvest- 
ment and with conclusions fortified by facts, 
the trust is ready for presentation to the 
trust committee. 


Duties of the Trust Committee 

The report to the trust committee should 
present all of the facts of the case with 
clarity, accuracy and in such manner that 
salient features will stand out and with no 
factor affecting investment policy obscured 
or unrevealed. In order to avoid encumber- 
ing the committee with too great an amount 
of detail, not easily assimilable, such reports 
should be made in graphic form as far as 
possible so that thorough analysis may be 
made quickly and without the possibility of 
overlooking important considerations. In ad- 
dition to the factors we have already dis- 
cussed there should be a graphic story of the 
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Cuart No. 5—Graphic portrayal of the record of each issue facilitates analysis and the 


formation of sound judgments from the facts revealed. 
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history of each issue as long as it has been 
in the trust so that not only will the com- 
mittee secure comprehensive ideas concerning 
the functions of the trust and its quality and 
diversification, but also be in a position to 
judge the efficiency and general suitability of 
each issue and its relative progress or lack 
of progress for the period held. The chart 
illustrates an effective method of presenting 
such facts not only at the time of the initial 
analysis but also for each periodic review 
which, where the individual issues are under 
constant supervision, should be made semi- 
annually. 


The reports to the trust committee should 
be prepared by the trust department and sent 
to each member of the committee several 
days in advance of the meeting date. This 
affords an opportunity for study and even 
independent investigation while assuring that 
the judgment secured will be a considered 
one made in the light of all of the facts ap- 
plying. Where the reports are sent out in 
advance, snap judgments are avoided, the 
business of the meetings of the committee is 
expedited and the fullest value is received 
from the committee’s efforts. 


Initial Analysis and Periodic Review 

Chart No. 5 (see previous page) illustrates 
a number of important considerations which 
this method of presentation for both initial 
analysis and periodic review makes possible. 
Briefly presented are the factors of invest- 
ment quality of each issue, the extent of the 
interest, the rate of return on the investment, 
the annual income and call price, if any, the 
inventory price, value and current return 
and the price, value and current return both 
at the initial analysis and the semi-annual 
reviews. Thus, with respect to the first item 
of American Tobacco, common, we note that 
the number of shares originally held was 
doubled through a two for one split-up in 





July 1930, the rate of return and income 
has increased 25 per cent and while the issue 
shows substantial enhancement in value, it 
was not affected by the collapse in values 
which followed the crash in 1929. On the 
other hand General Electric, common, shows 
a profit over inventory but a shrinkage of 50° 
per cent from the highest prices which pre- 
vailed in 1929. 

Should it become necessary to dispose of 
either holding to meet an obligation for a 
payment from corpus, and if current return 
is not a compelling factor, the facts brought 
to light by this type of review would lend 
force to a conclusion that possibly some of 
the American Tobacco should be sold, rather 
than the General Electric which, being of 
higher investment quality should have a fair 
chance of recovering the shrinkage in value 
suffered, over a period of time. The last 
item in the list is a holding of Kansas City 
Southern first 3s of 1950 which, at the date 
of the last review yielded a current return 
of only 3.84 per cent. If maximum income 
is an important consideration in the trust 
under review, this fact, graphically pre- 
sented, challenges attention to the possible 
disposition of the holding in order to secure 
a more satisfactory current yield. 

Why Constant Supervision is Essential 

Between the semi-annual review periods it 
is of the utmost importance that each of the 
individual issues be closely supervised at all 
times. Here, also, “Eternal Vigilance Is the 
Price of Safety.” Each issue must be care- 
fully and constantly watched with all fac- 
tors affecting investment position and mar- 
ket trends carefully evaluated, interpreted 
and, where justified, appropriate conclusions 
drawn. 

Two actual cases will serve to illustrate 
the importance of this constant interim su- 
pervision and maintenance of records of price 
fluctuations, yields and velume of sales of 
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the issues held. It will be recalled that dur- 
ing the summer of 1929 convertible bond 
issues were selling at unusually high levels 
influenced by the rapid advance in the equity 
issues. For instance International Telephone 
& Telegraph Company convertible 4%s of 
1939 rose in price to well over 200 and yielded 
a current return of about 2 per cent. In a 
trust I have in mind these constant records 
were maintained and the attention of the 
trust committee was repeatedly invited to the 
existing situation. Finally the holding of the 
ten bonds was disposed of at 212 at a period 
about midway between the semi-annual re- 
views of the trust as a whole. The hand- 
some profit was immediately reinvested in 
situations having fewer speculative elements 
although if attention had waited until the 
next review, the profit would largely have 
melted away. 

In another recent case a trust held an 
interest in General Gas & Electric Corpora- 
tion first preferred stock. For the week of 
June 27th this issue sold at 59%, the fol- 
lowing week at 584, later at 57 and on the 
fourth week had fallen to 50, a shrinkage of 
close to 20 per cent in four weeks. This fact 


challenged attention and investment counsel 
was sought in the matter. The trustee was 
advised to hold temporarily but to sell upon 
any advance of seven or eight points. The 
constant maintenance of records showed the 
issue remaining comparatively immobile un- 
til the week of August Sth when a sale was 
finally negotiated at 57%, the issue rising to 
dS but falling off almost at once and con- 
stantly since with a low of 24144 reached for 
the week of October 3d and the current mar- 
ket hovering about 30. 

With this type of constant supervision and 
equipment for fact-finding on all issues, well 
organized for timely action, a quality of 
supervision comparable with that promised 
in trust literature is possible. Coupled witb 
intelligent analysis and periodic review made 
in the light of all of the facts involved and 
fortified with the considered judgment of a 
competent trust committee whose reactions 
are predicated upon a complete understand- 
ing of all of the factors involved, supervision 
of the highest character can be attained. Any 
attention or supervision short of this is not 
worthy of the stewardship of the modern cor- 
porate fiduciary. 
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SOME IMPORTANT LEGAL PROBLEMS AFFECTING LIFE 
INSURANCE TRUST AGREEMENTS 


EFFECTIVE DATE OF DISTRIBUTIVE PROVISIONS 


DONALD C. ENGLAND 
Fidelity Trust Company, Pittsburgh, Pa. 


(Epiror’s Note: The following article is suggestive of the care and consideration that 
should be bestowed in the writing of life insurance trust agreements because of the 
absence of judicial guiding rules and decisions. The writer particularly demonstrates the 
importance of such questions as vested and future interests, the effective date of the 
distributive provisions of a life insurance trust and the danger of assuming that life 
insurance trusts will be construed as testamentary documents. Other points are developed 
which particularly concern the trustee status of such instruments.) 


IFE insurance trusts have become gen- 

erally popular only within the last few 

years, and not many of the trust instru- 
ments have been brought to the attention of 
courts for construction. Although courts have 
been passing upon wills and ordinary trust 
indentures for centuries, the law relating to 
such instruments is not yet so well settled and 
thoroughly defined that they have ceased to 
be the subject of litigation. Therefore, it is 
not surprising that many of us are not so 
familiar as we would like to be with the 
rules to be applied to life insurance trust 
agreements. Many of them now drawn will 
eventually be construed and interpreted in 
the light of rules and decisions pronounced 
after their execution. Whether these rules 
and decisions yet to be pronounced will de- 
feat the actual intention of the trustor in 
any considerable number of cases is a mat- 
ter for conjecture. 


Distributive Provisions 

One of several questions of paramount im- 
portance which remain to be definitely de- 
cided—possibly the most important—is 
whether the distributive provisions of the 
ordinary unfunded life insurance trust agree- 
ment or indenture create interests and es- 
tates beyond mere expectancies in the bene- 
ficiaries immediately at the time of the exe- 
ecution of the instrument by the trustor or 
not until the time of his death. The decisions 
to which we may resort for analogies in de- 
termining the question are not so uniform 
nor so clearly in point that, after examining 
them, we all arrive at the same conclusion. 
In fact the diversity of opinion on the point 
is rather disquieting, especially to those of 
us who remain open to conviction but must 
adopt one view or the other every time we 


participate in the execution of a life insur- 
ance trust. 


Some of the Legal Problems 

The opinion seems general that the ques- 
tion as to the effective date of the distribu- 
tive provisions of a life insurance trust is 
of importance only in determining the limit 
of the trust term—the period during which 
the trust may continue without running afoul 
the rule against perpetuities. To prevent a 
possible violation of the rule, the instru- 
ments usually include a provision that the 
trust will terminate at a time not later than 
twenty-one years after the death of the last 
survivor of the trustor and all living benefi- 
ciaries, or at whatever other time may be 
fixed as the limit by the laws of the state 
in which the instrument is executed. How- 
ever, in the opinion of the writer the diffi- 
culty is not so easily avoided. 

If it is decided that the death of the trus- 
tor is required to give effect to the distribu- 
tive provisions—that is, that the instruments 
speak as wills—how far are the rules for the 
construction of wills, the rules relating to the 
lapsing of legacies and other similar rules, to 
be applied? What privileges and powers may 
be reserved in the trustor without the instru- 
ment’s becoming subject to attack by his 
widow or by his executor under a_ subse- 
quently executed will? What are the rights 
of children born after the execution of the 
agreement and not provided for in it? 

On the other hand, if it is decided that 
a life insurance trust agreement or indenture 
resembles an ordinary trust agreement 6r 
indenture and that the distributive provisions 
create interests and estates in the benefici- 
aries immediately upen the execution of the 
instrument by the trustor, what is the nature 
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of those interests? Will cases not arise 
where, upon the death of the trustor, it will 
be found that a deceased beneficiary had i 
vested interest and that his share of the 
trust fund must be paid, not to the other 
beneficiaries under the trust, but to the de- 
ceased beneficiary’s executor or administra- 
tor for distribution to persons. possibly 
strangers to the trustor? Is the time of the 
trustor’s death of any importance save to 
fix the time when the debt of the insurers 
under the insurance policies within the agree- 
ment mature? If the beneficiaries are given 
powers of appointment under their wills, 
does the interest of a beneficiary who pre- 
deceases the trustor pass under his will? 


The problems suggested are but a few of 
those which eventually will be presented to 
trustees under loosely drawn life insurance 
trust agreements. The duration of the trust 
term is material in none of them and none 
is eliminated by including a provision to 
guard against a violation of the familiar 
rule against perpetuities (the rule relating 
to remoteness of vesting). If such a provi- 
sion is not included and the instruments are 
not distinguishable from ordinary trust in- 
dentures, the trustee, in determining the 
effect of an attempted violation of the rule 
upon the interests of the beneficiaries, may 
find itself confronted with other interesting 
and annoying problems. 


Future Interests in Property 


While a prediction here that the courts 
will announce the effective date of a life 
insurance trust to be the date of its execu- 
tion would be presumptuous, that the courts 
will reach that conclusion in at least some 
states does not seem improbable. If the 
courts see fit to carry out the actual inten- 
tion of the trustor and to do obvious jus- 
tice, by main strength and awkwardness if 
necessary, rather than to follow the tech- 
nical rules and principles by which the trus- 
tor’s intention might be defeated, our fears 
will prove groundless, but the courts have 
not been inclined to rationalize in deciding 
questions involving future interests in prop- 
erty. Moreover, the trustee under an agree- 
ment drawn to guard against the possibility 
of the instrument’s being construed as an 
ordinary trust indenture will find most of 
the unsettled questions to be merely of aca- 
demic interest, but the trustee under an 
agreement not so drawn may be seriously 
embarrassed. 

Those who hold the opinion that the effec- 
tive date of the distributive provisions of a 
life insurance trust is not the date of its 
execution but is the date of the trustor’s 





death, contend that, because of the nature 
of the life insurance contract and the char- 
acter of the rights reserved to the trustor 
both in the insurance policies and in the 
trust instrument, nothing of value passes 
either to the trustor or to the beneficiaries 
under the trust during the trustor’s lifetime. 
They argue that, since the trustor has the 
right to change the beneficiary under the poli- 
cies, to surrender them for their cash value, 
and to allow them to lapse without value, 
and reserves the right to revoke the agree- 
ment, no real interests are created until the 
death of the trustor has assured the exist- 
ence of a trust corpus of value and has 
made the revocation of the agreement pos- 
sible. The argument has merit; it represents 
the practical viewpoint, but it is more con. 
vincing to the layman than to the lawyer. 
It cannot easily be applied to a “funded” in- 
surance trust or to an insurance trust under 
which the insurance policies have been as- 
signed to the trustee. 


When Named Beneficiary Takes Interest 

Except in a few states, the beneficiary 
named in an insurance policy takes an in- 
terest, vested or contingent (but greater than 
a mere expectancy), at the time the policy 
is issued, notwithstanding the right to change 
the beneficiary is reserved to the insured. 
The layman may have difficulty in distin- 
guishing the character of the interest of a 
beneficiary named in an insurance policy 
from the character of the interest of a lega- 
tee named in the will of a living person, be- 
cause one is about as sure of getting some- 
thing as the other, but the distinction exists. 

In Anderson’s Estate, 85 Pa. 202, the pro- 
ceeds of an insurance policy in which the 
right to change the beneficiary was not re- 
served were declared to be payable to the 
administrator of the insured’s wife, who had 
predeceased him, on the ground that the 
wife’s right to the proceeds was absolutely 
vested in her when the insurance contract 
was executed. (It is interesting to note in 
this case that the insured “inherited” from 
his wife one-half of the proceeds of the in- 
surance on his own life.) To avoid such 
complications most insurance policies now 
written contain a provision for alternative 
beneficiaries, the last of which is the in- 
sured’s estate, unless the beneficiary is a cor- 
porate trustee. 


Power of Revocation 
A right to change the beneficiary reserved 
in an insurance policy seems to be hardly 
distinguishable from a right to amend or 
revoke a “living trust.” The courts of Penn- 
sylvania and of other states have repeatedly 
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held that a power of revocation unexercised 
is a dead thing, and that the presence of such 
power in an instrument has no effect upon 
the character of the estates created unless 
it is actually exercised. 

In Logan’s Bstate (99 Pa. Super. 452) 
the inheritance tax collector endeavored 
to collect a tax on the “fund” held by 
the trustee under an irrevocable “funded” 
life insurance trust agreement. He contended 
that the donor had not parted with enjoy- 
ment of the fund during his lifetime be- 
cause, although the trust agreement itself 
was irrevocable, still, under terms of the 
insurance policies subject to it, the donor 
had reserved the right to change the benefi- 
ciary so that he could, by changing the bene- 
ficiary under the insurance policies to his 
estate, divert the income from the fund to 
the enhancement of what could be made 
to be one of the donor's own assets. As to 
this the court (Gawthrop J.) said: 


“Here the possession and ultimate enjoy- 
ment of the corpus passed from the settlor 
on the date of the deed of trust. He relin- 
quished all control over the property except 
the right to be consulted with respect to the 
investment and reinvestment of the trust 
fund, which under Houston’s Estate, 276 Pa. 


> =f 





330, is not a retaining control of the prop- 
erty. He could not have received directly 
any of the income. All of the policies of in- 
surance were irrevocably committed to the 
custody of the trustee. His estate was not 
the beneficiary in any of them, and although 
he had the right to change the beneficiary 
in two of them, he did not exercise it. It did 
not survive him: Weil vs. Marquis, 256 Pa. 
608. It became a dead thing and had no 
more effect upon the disposition of the pro- 
ceeds of the policy than an wunesercised 
power of revocation in a deed of trust which 
does not alter the character of the estate 
granted.” 
Effect of Reserved Rights 

It seems that even though the right to 
amend or revoke a life insurance trust agree- 
ment is reserved and the right to change the 
beneficiary in the insurance policies subject 
to the agreement is reserved both under the 
agreement and in the policies, still, in de- 
termining the character of the estates cre- 
ated, we ignore the reservations of these 
powers. Since the interest of a beneficiary 
under a life insurance policy, where the 
right to change the beneficiary is not re- 
served, is created when the policy is issued, 
and, unless expressly otherwise provided in 
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the policy, is descendible, and since the right 
to change the beneficiary unless exercised is 
to be ignored, a fortiori, it seems that, 
when the trustee is designated beneficiary 
of an insurance policy, a property right or 
res sufficient to comprise the subject mat- 
ter of an express trust is immediately trans- 
ferred to the trustee, subject to defeasance. 


In Small vs. Jose, 86 Me. 120 29 At. 976 
(1893), an insurance policy provided that the 
insurance money should be paid to the in- 
sured’s executors for the express benefit of 
Nancy B., Helen M. and Jessica H., wife and 
children of the insured. The insured’s wife 
and one of his two daughters predeceased 
him. His wife bequeathed all of her estate 
to the surviving daughter. The deceased 
daughter was survived by a daughter and a 
widower, both of whom survived the insured. 
The surviving daughter claimed the whole 
proceeds of the insurance as the sole sur- 
vivor of the beneficiaries, or, if her first 
claim should be over-ruled, one-third in her 
own right and one-third as sole legatee un- 
der her mother’s will. 


The husband and daughter of the de- 
ceased daughter claimed the one-third share 
the deceased daughter would have received 
if all the beneficiaries had survived and one- 
half of the share of the insured’s wife on 
the ground that at the time of her death her 
interest was not such as could be devised 
but that it passed equally to the two daugh- 
ters. The court awarded two-thirds of the 
insurance proceeds to surviving daughter of 
the insured and one-third to the daughter of 
the insured’s deceased daughter, saying: 


“If Mr. Jose had placed four hundred 
($400) dollars, or securities for that amount, 
in the hands of the trustee for his wife and 
children, to be turned over to them or to his 
executor for them upon his decease, the right 
of each beneficiary therein would have at 
once become a vested right capable of trans- 
mission, at least in equity, and so firmly 
vested that even Mr. Jose could not have 
taken it from them. Kekewich vs. Manning, 
1D Ger M & G 179; Stone vs. Hackett, 12 
Gray 227. What Mr. Jose did was to con- 
tract with the life insurance company to pay 
over that sum to his executors upon his 
death, for the benefit of his wife and chil- 
dren. The right to the fund as vested will 
be recognized, in equity as readily in the ac- 
tual case as in the supposed case, Insurance 
Company vs. Haley, T8 Me. 268 4 At. 415. 
We think it clear both upon principle and 
authority the right of each beneficiary in 
this case became vested and transmissible 
upon the issuance of the policy.” 





In the now well-known case of Fagan vs. 
Bugbee (143 Atl. 807 N. J. 1923), a case in- 
volving taxation, the court refused to dis- 
tinguish a life insurance trust from an ordi- 
nary trust indenture merely because the trust 
corpus came into the possession of the trus- 
tee as proceeds of insurance. 

Although the decisions in the cases cited 
above are not closely in point, they seem to 
lead to the conclusion that the courts, with- 
out doing violence to principle and authority, 
can readily decide that a life insurance trust 
agreement is an effective instrument when 
written; that interests and estates are im- 
mediately created in the beneficiaries, and, 
unless by the terms of the instrument itself 
the time of the death of the trustor affects 
the time of the vesting of estates in inter- 
est or possession, that his death merely de- 
termines the time when possession of the 
trust corpus, as distinguished from the right 
to have possession of the trust corpus, passes 
to the trustee. 


me ae 


BRITISH VIEW OF AMERICAN BANKING 

The current issue of the Monthly Review 
published by the Midland Bank of London, 
England, carries a review and comment on 
recent developments in the United States 
Banking position, particularly as affected by 
numerous bank failures. The conclusions of 
the bank are summed up as follows: 

“Summing up the results of our inquiry, the 
fear of a wholesale collapse of American 
banking institutions, large and small, is ri- 
diculous. There is no possibility of a hope- 
less mélée of insolvency and unorganized 
moratoria. The strength of the American 
banking system is, at bottom, the strength 
of America; its resources, in solid assets, are 
beyond question; the available supplies of 
cash are sufficient to meet all eventualities 
that have any immediate claim to serious 
consideration, True, the system has defects, 
which the trials of recent years have ren- 
dered more and more obvious to all eyes. But 
they are not such as to endanger the stability 
of the structure as a whole, nor of those 
parts of it which occupy leading positions. 
There may be many more failures yet to 
come—there always have been many failures 
yearly—but these will not shake the founda- 
tions of the system, which are essentially 
solid and well laid.” 





The Chicago Title & Trust Company an- 
nounces two additions to its official staff: 
Miss Susan M. Barber was appointed an as- 
sistant secretary and Herbert P. Antes an 
assistant trust officer. 
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WHEN STEAMBOAT TRAVEL WAS A REAL 


Ger ADVENTURELSss 


When the North River Steamboat Company was organized in 1808, it was generally known 

as the “Fulton Line.” "| Larger and faster boats than the Clermont were soon put in service 

between New York and Albany. One of the finest of these was the Chancellor Livingston, 

which was capable of making ten miles an hour upstream. 4 In 1822 the North River 

Steamboat Company borrowed fifty-five thousand dollars from the Bank of New York, 

pledging three of its boats—the Fire Fly, the Richmond and the Chancellor Livingston— 
as security for the loan. 
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P SHROUGHOUT its history, antedating the American Constitution, 








this bank has believed that individual attention to the requirements 
of customers is the first essential for commercial banking and 
trusteeships. 


Today, this institution, although not one of the very largest, ranks among 
the strongest in the country, and is entirely adequate to care for the 
largest estates and trusts and to offer the advantages of modern banking 
facilities to responsible corporations, firms and individuals. 
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NEW YORK J NU y 
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A PLANS 


whereby the cost of TRUST ACCOUNTING 
is reduced 50 % 


WiTH the co-operation of one of the largest trust companies in the country, 
Remington Rand has devised an “economy plan” so simple and flexible that it 
may be applied to trust departments of all sizes. And . . . starting with the prep- 
aration of operating records and through administrative work . . . it saves approx- 
imately 50% of the usual cost of trust department operations! 


OUTSTANDING ADVANTAGES OF THIS 
NEW PLAN 


BETTER RECORDS 


Reduces operations at least 50% . . . Increases accu- 
racy ... Expedites reference . . . Gives mechanical 
proof of accuracy . . . Simplifies auditing. 


BETTER ORGANIZATION 


Reduces routine duties to mechanical operation ... 
Releases experienced and capable personnel for su- 
pervisory and technical work ... Improves super- 


Profits 





vision. 
BETTER SERVICE 
The New Remington Simplifies analyses of individual accounts ... Safe- 
Completely Electrified guards principal and assures continuity of income 
Accounting Machine ... Automatically directs performance of each trust 
duty ... Places complete record of each trust in con- 


veniently accessible form. 


AND BETTER, BIGGER TRUST PROFITS! 


If you would care to go deeper into this new system, 
with a view to increasing your own Trust Depart- 
ment profits, send for a new booklet “The Reming- 
ton Rand Trust Accounting System.” The coupon 
properly filled in and mailed to us, will bring it to 
you. Remington Rand, Buffalo, New York. Offices 


in all principal cities. 











Please send me, without obligation, a copy of “The New Rem- 
ington Rand Trust Accounting System.” 





Remington Rand 


Name — 
cAddress _ 
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RECENT IMPROVEMENTS IN MECHANICAL AIDS TO 
TRUST DEPARTMENT OPERATION 


INVENTIVE RESPONSE TO DEMAND FOR GREATER SPEED, ACCURACY, 
ECONOMY AND SIMPLIFICATION 


F. A. ZARA 
Assistant Vice-president, City Bank-Farmers Trust Company of New York 





(EpitTor’s Note: Anomalous as the statement may seem, the urge toward improved 
mechanical aids in the operation of trust department business, especially as regards per- 
sonal trusts, constitutes one of the strongest assurances for the preservation of essential 


human elements in developing trust service. 


This is obviously more true of large volume 


operations, although applicable in lesser degree to smaller trust departments. .Ingenious 
mechanical devices, especially adapted to trust work assure that speed, accuracy and 
economy which enables the administrative trust officers to give quality of service as 
well as to devote a greater measure of attention to the more important personal contact. 
Mr. Zara describes recent innovations of mechanical aids to trust work which foreshadow 
a new and greatly improved stage of operation and accounting control.) 


HE large and impressive growth in 

business entrusted to corporate fiduci- 

aries during the past few years has 
naturally brought with it increased respon- 
sibility, and with this responsibility a greater 
consideration of the needs and wishes of 
their clientele. This growth has been not 
only comparatively rapid, but also the char- 
acteristics of the business have become more 
complicated; and in many instances over- 
taxed the then existent accounting systems. 


Many hand written records have been su- 
perseded by machine operation. These me- 
chanical installations in some _ instances 
proved successful—in others, the costs in- 
curred were not justified by the results. Un- 
der competitive conditions, the urge to am- 
plify the service to the client was constant. 
The result has been that during the past 
year corporate fiduciaries, along with all 
other industrial corporations, are engaged in 
a searching inquiry for means and methods 
to lower their operating or production costs 
and still maintain their high standard of 
service. In some cases this search for lower 
costs, regrettable to state, has brought the 
client into competition with the corporate 
fiduciary and resulted in the loss of business 
to the corporate fiduciary. I refer to the 
services rendered as transfer agent for the 
stocks of corporations, a service which a 
large number of corporations, themselves, are 
how performing. 


Need of Standardizing Trust Operation 
Methods 


Also, it is a fact that trust companies in 


their accounting systems, unlike industrial 
corporations, have yet to exert a concerted 
effort to study their accounting problems and 
move toward a more general standardization 
of methods and procedure. Of course, a great 
many difficulties lie in this path. The fact 
that some banks acting in a fiduciary capac- 
ity are under federal charter, while others 
operate as state institutions, and are there- 
fore subject to different regulations and meth- 
ods of reporting business on their books, 
makes this move toward standardization of 
method difficult. It is interesting to know, 
however, that representatives of state and 
national banks transacting a trust business 
in New York City have recently had meet- 
ings for the very purpose of bringing about 
this exchange of ideas on operating problems. 
It is proposed that a committee be organized 
and appointed to act under the auspices of 
the Corporate Fiduciaries Association in that 
city for this purpose. I am quite certain that 
this forum will result in clarifying a great 
many controversial questions surrounding 
trust department operation, and will prove 
of mutual benefit to those taking part. 


The question before the trust officer, in so 
far as machine aids are concerned, is—how 
far shall he go with the various aids? He is 
at times confused by a number of systems 
which are offered by the manufacturers of 
office appliances, and is at a loss to know 
what his investment, if any, should be. 


Variations in Treatment for Large and Small 
Departments 


It must be admitted at the outset that the 
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problem of the large trust department and 
the small trust department, while fundamen- 
tally the same, necessarily present variations 
in treatment due to volume. There are many 
mechanical installations that could not be 
justified on the basis of true economy. 
Clearly, it would be unwise to introduce an 
elaborate and expensive installation of me- 
chanical equipment unless the cost of such 
equipment could be readily amortized by the 
savings which its introduction would bring, 
as compared with the best practices of utiliz- 
ing semi-mechanical methods. This is im- 
portant. I have known of mechanical in- 
stallations involving a considerable outlay 
which, although they showed an appreciable 
saving over the old methods that they re- 
placed—had these old methods been revised 
and modernized, it is doubtful whether full 
mechanical application would have showed 
any saving. 

Yet again, the accurate and quick assembly 
of facts at the least possible cost is also a 
factor to be considered in introducing these 
mechanical aids. The management of trusts, 
particularly as it applies to the investment of 
funds, has become increasingly difficult, and 
the assembly and maintenance of absolutely 
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accurate statistical information is essential 
and of utmost value to the administrative 
officer. On the other hand, there are many 
operations which probably will not lend 
themselves to mechanical treatment. 

There are no machines as yet which will 
automatically evolve and carry out a remit- 
tance plan under a private trust or prepare a 
fiduciary income tax return and compute the 
tax due, although, of course, many of the 
operations by which the factors enter into 
these assemblies, were produced by mechan- 
ical means. The point I wish to make is that 
full automatic bookkeeping or office account- 
ing is still in a formative state. Most of the 
operations which we call mechanical are 
only partialiy so. For instance, a cash state- 
ment of income and principal is produced by 
a writing machine, and the factors of debit 
or credit and new balance are automatically 
influenced by computing mechanisms, but the 
operation is only partially automatic—the 
typing and the operation of the writing ma- 
chine is done by human hands. 


Constitutional Objections to Innovations 

Before presenting some specific applica- 
tions of semi or fully automatic office ma- 
chinery as it may affect a trust company’s 
operations, I would like first to review briefly 
with you some causes which underlie and 
affect this whole subject of mechanical equip- 
ment. We have noted that installation may 
be affected by volume, location or custom. 
There are other elements. One- of these is 
the unchanging mind of the individual trust 
otticer. 

The trust department, unlike the banking 
department, has been slower to change its 
procedure and methods. This, I believe, can 
be attributed mostly to the air of conserva- 
tism which trust departments engender. 
Those of us who are endeavoring to stand- 
ardize practices are sometimes characterized 
as having no understanding of the adminis- 
trative officer’s viewpoint and problem. Of 
course, the happiest combination for this 
operating job is a sort of “Jack of All 
Trades,” a man upon whose shoulders 
widows have wept in the course of estate 
administration, but who also has spent years 
and years pulling adding machine handles 
and doing other menial tasks. 

My point here is—so often the system 92f 
office mechanics is purely a reflection of the 
eccentricity of some administrative officer 
who has a constitutional objection to any 
change—be what it may. Time alone will 
cure this situation. Charles Lamb is re- 
ported as having said that anyone who did 
not like apple dumplings must have an im- 
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pure mind. I think that in the heated dis- 
cussions of trust systems in this day and 
age, many impure minds have been re-dis- 
covered. 

Another underlying factor is that of wages 
paid to the staff. In localities where sala- 
ries are low, it will naturally follow that 
the savings which mechanical equipment will 
show will be diminished. I recently saw 
some cost figures on some particular phase of 
trust work in New York City, as compared 
to those on the Pacific Coast, and their vari- 
ance was surprising. The Coast figures were 
materially lower. By this, I do not mean 
that I would recommend no machine installa- 
tions for trust companies on the Coast, but 
simply wish to point out that when we con- 
sider lowering the operating costs, we must 
take into full account the scale of wages 
paid. So much for the factors to be taken 
into consideration, and which underlie any 
change in system. 


Combined Statement of Income and Principal 


And now, let us examine just what mechan- 
ical installations have been developed and 
found satisfactory and economical. 

In the control of trust cash, representing 
balances of income and uninvested principal, 
the trend appears to be toward a combined 
statement of income and principal. I think 
this is sound. Certainly, when the relation- 
ship between income and principal is so in- 
timate, a combined, chronological statement 
of these funds should be shown. This, of 
course, is one of the controversial points that 
I have mentioned above. To my way of 
thinking, the question is not—why they 
should be combined, but why should they be 
kept separate? In so far as I have been able 
to determine, the only real reason for keep- 
ing them apart is the fear that postings will 
be made to income account when they should 
be made to principal account, or vice versa; 
and that by combining these accounts in 
chronological record form, confusion would 
result. This fear has not been borne out by 
my experience. 

It will be readily admitted by any trust 
officer that the great need for the trust de- 
partment, in so far as its accounting is con- 
cerned, is accurucy. We cannot tolerate er- 
rors in posting to the wrong account, and we 
do not have the aid of a reconcilement of 
Statement, such as the banking department 
enjoys. By that, I mean that a statement 
of a checking account is sent out at the end 
of each month by the banking department, 
and the customer has an opportunity at that 
time to verify the balance, which means 
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checking all debits and credits to his ac- 
count. If anything is found wrong in that 
statement, it is immediately referred to the 
bank for correction. In the trust depart- 
ment, this check does not exist, and it is 
possible that errors in posting may go unde- 
tected for years before they are discovered 
and before they can be rectified, with a pos- 
sible loss to the trust company and criticism 
from its clients. 


Importance of Dual Control 

A principle long established in bank ma 
chine installations is the so-called double con- 
trol. 3y that, I mean that one clerk runs 
the items of debit and credit on one record, 
while another performs the same operation 
on another record, and they then compare 
the result of their work as reflected in the 
new balanee. If the balances agree, it is 
considered that the postings have been ac- 
curately made. My experience has been that 
there is no more accurate method of posting 
items of cash than by this dual control 
method, because it can be demonstrated that 
this method, as for instance, compared to a 
method of having the operator originally en- 
ter items on the statement and someone fol- 
low up the entries by checking the same 
media to her postings is more dependable one. 
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If it is important that this system of dual 
control be followed in the banking depart- 
ment, it would follow that it is even more 
important for the trust department. We, 
therefore, reach the conclusion that for the 
operation of cash statements of income and 
principal in the trust department, the best 
mechanical equipment consists of a control 
ledger, in summary form, on one machine, 
working in conjunction with a machine post- 
ing statements. The items of debit and credit 
to income or principal are first booked in 
summary form on the control ledger, which 
shows items of debit and credit balances in 
income, debit and credit balances in principal 
and a combined balance of income and prin- 
cipal. 

By summary form, I mean that if there are 
fifty items of income for any account, such 
as interest on bonds, or dividends, one entry 
instead of fifty entries, is made on the con- 
trol ledger to the proper account. These 
items of debit and credit are then accumu- 
lated through the mechanisms on the control 
machines and constitute the basis for the 
daily proof. As soon as the operator has 
completed the postings on the control ledger, 
the same tickets are passed to the detailed 
statement operator, who then posts such 
items in descriptive form. This latter state- 
ment shows a debit and credit in balances 
under income account and a debit and credit 
in balances under principal account, but does 
not carry a combined balance. As each oper- 
ator posts, the affected accounts are offset, 
and at the conclusion of the posting, the 
results in balances of income and principal 
are called from one to the other, thereby es- 
tablishing the fact that the proper account 
has been posted, and that income and prin- 
cipal accounts are correctly affected. There 
is no checking of the descriptive material on 
the statement. 

In installations involving considerable vol- 
ume, it is probable that the ratio will be 
one to three—that is, one control machine 
to three statement machines. Furthermore, 
both of these machines are interchangeable, 
to the extent that either control or state- 
ments can be run. A carbon copy of the 
statement is made and becomes the detailed 
record of the account, the original being 
sent to the customer periodically. For pur- 
poses of general ledger control, the ledger 
form of statement, showing the combined 
balance, is the record to which all entries 
must conform. This combined balance is also 
useful in computing interest allowed on ac- 
counts and in making remittances. The con- 
clusion reached, therefore, as to the best 
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mechanical installation for trust, estate and 
custodian cash, is the dual control type, just 
outlined. 


Security or Property Records 

-assing from the cash statements, we come 
to the records reflecting the assets of the 
various trusts and estates, which are known 
as the security or property records. These 
records constitute the heart of a trust de- 
partment’s records. I do not suppose that 
there is any more pressing problem today 
than the question as to what is the best and 
most economical record in which to control 
these trust assets. There are many impor- 
tant activities which rest upon these par- 
ticular records—factors of inventory prices 
and control, as well as part or unit control, 
in addition to income derived therefrom, tax 
coding, ete. 

In finding machines to aid the maintenance 
of this type of record, the best practice so 
far seems to be for the creation, of a con- 
trolling journal, located in the cage in which 
the securities are received or deposited, 
which will at the end of the day accumulate 
and distribute under the various sub-controls 
the par value or unit value of the securities 
received or delivered. The type of machines 
used in these cage installations are of two 
kinds—one, a machine having a descriptive 
feature, that is, a machine capable of indi- 
cating the details of a transaction, such as 
the name of the account and the class of se- 
curities involved—and another, a type of 
machine which shows simply ticket numbers 
and total par or unit values. Based upon 
this daily journal, the other operations are 
then tied in to the vault by an extra copy of 
the journal, with a tie-in also to the book- 
keeping department, which also receives 4 
copy of the journal for its use and control. 





Property Index and Collating Process 

In all security or property record set-ups, 
it is essential, as you all know, to maintain a 
duplicate record of the holding in any se- 
curity, one to be shown alphabetically under 
the name of the account of which it is an 
asset, and the other to be maintained and 
filed according to the security, itself. The 
latter record is known as a property index. 
In addition to the recording of a receipt or 
delivery on these particular records, it has 
been found essential up to this time to cre- 
ate a stencil, showing the account under 
which each parcel of the securities is held, 
the par value and full description of the 
security, as well as the maturity date of in- 
come and the amount of income. This sup- 
plementary record is utilized for the quick 
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Bankers Kuow this Story 


It concerns the too-frequent collapse of business organiza- 
tions because of the loss—through death or disability—of a 


valued executive. 


Life insurance on such a man, 
with the firm as beneficiary, 
would secure his associates 
against loss in that kind of an 
emergency. 
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and accurate assembly of combination tickets 
and advices for the collection of periodic 
income to the customer; also provides the 
posting media for the cash statements above 
referred to. 

The generally accepted method of con- 
forming these security or property records 
to machine application calls for a collating 
process—that is, of taking the property ree- 
ord and the ledger record and posting them 
simultaneously by the use of carbon, and 
then accumulating all of the cards as they 
affect property control, and reposting the 
totals to the master control property record 
It is evident that in analyzing these transae- 
tions, the trust department is recording the 
same information in different form several 
times. For instance, a security is received 
and delivered through the cage. A fanfold 
ticket is prepared, outlining a description of 
this transaction. That is the first writing of 
the transaction. A second writing in part 
occurs when the entry is posted on the se- 
curity or property records, while a triplica- 
tion of the transaction appears on the cash 
books, affecting the invested principal bal- 
ance. 


Mechanical Trend Toward Simplification 
There has been a system devised which 


eliminates these triplications in part. This 
system briefly provides for posting cash prin- 
cipal account simultaneously with the entry 
on the security or property records. It is 
done by assembling all of the interested 
property record cards at the time the entry 
is made in the cash account, in which ac- 
count these entries are controlled through 
the caption “Invested Principal.” It should 
also be noted that in this particular system 
the income cash account is posted separately, 
and is maintained as a separate account from 
principal cash account. 

In commenting on this latter system, it 
seems to me that the future trend in mechan- 
ical installation will lie along a very much 
more simplified path than is recorded by this 
particular system—in fact, I believe tha 
within a very short period of time trust de- 
partments will have at their disposal a very 
radical and remarkable improvement in the 
handling of security or property records. This 
will be done, I think, through the medium 
of the so-called tabulating punch card. 

In this fully mechanical contrivance, I be- 
lieve we shall see the solution and simplifica- 
tion of many bookkeeping problems. When 
this development is perfected, we shall be 
able to hook up with our originating control 
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machine in the securities cage, a mechanism 
which will automatically punch a card upon 
which there will be reflected the number and 
name of the account, as well as the pertinent 
facts as to the security received or deliv- 
ered—that is, its par or unit value, and its 
inventory value. 

It is likely that these cards can then be 
proved and sorted automatically. It simply 
will remain for them to be filed and the 
old cards removed from file. Also, it will not 
be necessary perhaps to cut a stencil, and 
we shall have the benefit that this tabulat- 
ing system alone provides, i.e., the ability 
to draw off fully automatically and in the 
quickest and most accurate manner possible, 
any desired statistical information. As I say, 
this development seems to be around the 
corner, and when it comes, I believe that 
thuse of us who have been troubled with 
this particular phase of trust bookkeeping 
problem will welcome it with open arms. 

In the meantime, it is reasonable to as- 
sume that these property records need only 
show chronologically the items of date of 
entry, ticket or transaction number and con- 
trolling amounts and balances. ‘The machine 
operation of posting these records will be 
greatly facilitated by this procedure, also 
by having ledger records headed up by an 
impression of the stencil. This also provides 
a positive check between these records, as 
after all, these property records are primarily 
control records, the original record of entry 
being the ticket which can be referred to for 
any detailed information. It should also be 
remembered that the cash statement of prin- 
cipal account likewise records the purchases 
and sales in descriptive form and can be 
referred to in case of need. 


Mechanical Income Tax Aid 

For income tax aid, there is a machine 
adaptation which provides for taking off a 
transcript, consisting of a tax code and rela- 
tive amount from the entries previously made 
on the cash statements. This machine has a 
capacity of about twenty-seven separate 
classifications, and has been found of con- 
siderable help in the work over and above a 
certain volume. These codes are pre-deter- 
mined, and represent various classifications 
entering into the federal and state tax re- 
turns. In order to provide the entries on 
the cash statements of these tax codes, the 
latter are placed originally on the stencils, 
and therefore are available at the posting 
operation. 
Machine Applications for Corporate Work 

In the corporate field there are, for those 
companies which handle an appreciable vol- 
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ume of business, some rather interesting de- 
velopments in machine application. Consider 
the coupon paying department. Of the most 
monotonous office work in the world, the han- 
dling of coupons and the placing of them into 
numerical sequence stands at the head of the 
list. Perhaps you have heard of the night- 
mare which one of these coupon clerks had. 
It seems that he arrived in the Lower Re- 
gions, and was there met by the Head Devil, 
who took him in hand, and pointed out to 
him a large mountain in the distance. “Do 
you see that high mountain over there? Well, 
that is made up of all the coupons that have 
ever been issued in the world above. Put 
them into numerical sequence!’ That was a 
real Hell! 

But fortunately, the inventors have be- 
come busy, and are about to relieve these 
workers in their wearisome tasks. Already, 
the tabuliating punch card, about which 1] 
spoke a few moments ago, takes some of the 
terror and drudgery away from this opera- 
tion. This is done by punching one of these 
tabulating cards for the coupons in the or- 
der in which they are paid giving each card 
a code number, as well as the allotted serial 
number appearing on the coupon. These cards 
are then thrown into a hopper and sorted 
automatically into numerical sequence, from 
which the cremation certificate, or other 
statement which has to be drawn up, is pre- 
pared. 


Photo-Electric Cell for Sorting Cards 

Then again, one of our leading electrical 
manufacturing concerns has just developed a 
very remarkable machine, utilizing the prin- 
ciple of a photo-electric cell for sorting cards, 
and this latter invention is even more re- 
markable in what it holds in store for us in 
the future. This particular machine was de- 
vised to take care of a number of return 
cards for a public utility corporaton, which 
cards had to be assorted into their proper 
ledger combines. The return of these cards 
represented a very considerable peak and 
load in their office routine. 

Briefly, the machine operates as follows. 
A stack of cards, or forms, which bears a 
pre-determined symbol, is drawn under this 
photo-electric cell, where the markings of 
the symbols or codes interrupt an electric 
circuit, which in turn transmits certain sig- 
nals to relay and trip switches, which cause 
in turn mechanical fingers to grip the classi- 
fied card and carry it to its proper place in 
one of 100 compartments. Whether it is pos- 
sible that this machine can be adapted to 
reading the numerical digits is as yet a 
(Continued on page 689) 
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1931 


RESOURCES 


Cash and Due from Banks.........$ 47,718,689.46 


United States Government Securities 
Other Bonds and Securities......++ 
Loans and Discounts....+-++++00 
Federal Reserve Bank Stock....... 
Real Estate Owned......-eseeeee 
Accrued Interest .---+ecesecesees 
Other Resources. «..ssceeeceeees 


Customers’ Liability, Account Ac- 
ceptances and Letters of Credit 
CNR os-cccscnccawesecs 


20,145,539.01 
27,291 423.44 
147,508,271.03 
1,116,000.00 
4,100,121.77 
1,307,558.35 
1,122,331.16 


6,689,531.98 


Total. ..2sscccceccececes$256,999,466.20 


“wn 


LIABILITIES 


Copltal. ...ccccccccccccccccsees$ 14,000,000.00 


Geis asciencasecswessabohenss 
Undivided Profits. .....seeeeeeeee 
Reserved for Taxes, Interest, etc..... 
Reserved for Dividend Payable Oct.1 
Other Liabilities.........sceeeeee 


Acceptances and Letters of Credit 
under Guarantee. ....eseeeeese 


Deposits ....ssscccecccccccscecs 


10,000,000.00 
4,035.532.80 
2,114,993.08 
420,000.00 
345,923.97 


6,713,008.63 
219,370,007.72 


Total... .eeececeeeeeeeee+$256,999,466.20 


wn 


The foregoing statement does not include assets of the invest- 
ment affiliate, Central Republic Company, whose capital 
stock is trusteed for the benefit of the stockholders 
of Central Republic Bank and Trust Company. 
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HENRY L. DOHERTY BUILDING 
INSTALLS YORK VAULTS 


HIS magnificent building in New York City is the new home 

of the Cities Service Company. From it are directed the ac- 
tivities of this great institution which has over 125 subsidiary 
companies, more than 25,000 employes and operates in 36 states 
as well as in Canada and Mexico. Its securities are owned by 
more than three-quarters of a million people. 


The selection of York Vaults by this great company to protect 
its vast resources is the most recent of many significant tributes 
to York excellence and York preeminence. 
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World’s Greatest Vaults 
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HIGHEST COURT OF NEW JERSEY UPHOLDS CORPORATE 
TRUSTEE IN HANDLING TRUSTEED ASSETS 


TEXT OF DECISION INVOLVING OPERATION OF A GOING BUSINESS 
BY TRUSTEE 


(Epiror’s Note: The Court of Errors and Appeals of New Jersey rendered a decision 
on October 19, 1931, which is of timely interest to corporate fiduciaries, in the matter of 
the appeal of the Corn Exchange National Bank & Trust Company of Philadelphia from 
the decree of the Prerogative Court of New Jersey affirming an order of the Orphans’ 


Court of Atlantic County in the matter of the Estate of Winfield S. Nice. 


The decision 


reverses the decree of the Prerogative Court surcharging the bank as trustee in connec- 
tion with an application for a voluntary receiver to liquidate a going business in the face 
of a threat of bankruptcy proceedings. The text of the decision by Judge Parker follows :) 


HE question in controversy is ade- 
quately stated in the brief of counsel 
for appellant, as follows: 

“This appeal is for the review of the final 
decree, in the Prerogative Court, advised by 
Vice-Ordinary Ingersoll, sustaining a decree 
of the Atlantic County Orphans’ Court, sur- 
charging the appellant, as executor of the 
last will and testament of Winfield S. Nice, 
deceased, for the sum of $30,953, with respect 
to the final accounting, of the appellant, as 
executor. 

“The Orphans’ Court sustained exceptions, 
which had for their object the surcharging 
of the appellant, arising, as it was claimed by 
the exceptants, by reason of the manner in 
which the executor had handled the estate, 
and particularly with regard to an applica- 
tion made in the United States District Court 
for the Eastern District of Pennsylvania, in 
conjunction with one stockholder, for the ap- 
pointment of a receiver of the Nice & Schrei- 
ber Company, in which practically all of the 
stock was owned by the estate. 

“The Orphans’ Court held that the execu- 
tor was grossly negligent and indifferent in 
the management of the estate, when it par- 
ticipated in the application for the appoint- 
ment of a receiver, in Pennsylvania, and 
surcharged it in an amount which repre- 
sented the administration expenses of the 
receivership, based upon receiver’s fees and 
receiver’s counsel’s allowances, etc., made by 
the Federal Court. On the appeal to the 
Prerogative Court, the action of the Orphans’ 
Court was sustained, for the reasons given 
by the Orphans’ Court Judge. 

“The Orphans’ Court further held that, by 
reason of the conduct of the appellant, it 
should not be paid further commissions or re- 
ceive any allowance for counsel fees.” 


Surcharge Decree Erroneous 

We have examined the case with care, in 
the light of the very satisfactory arguments’ 
made and briefs submitted, and conclude that 
the decree surcharging the appellant execu- 
tor was erroneous. Before proceeding to the 
facts, it may be well to restate the principles 
applicable in this class of cases, as laid down 
by the late Vice-Chancellor and Vice-Ordi- 
nary Van Fleet, one of our ablest judges, in 
Heisler vs. Sharp (44 N. J. Eq. 167). In 
that case the executor allowed and paid 
a claim for services as nurse and house- 
keeper, which the appellants claimed should 
have been repudiated and allowed to go to 
suit. The Vice-Ordinary said (at p. 172), 
“All that the respondents (the executors) 
were required to do was simply to do what 
any man of ordinary prudence and caution 
would, under the circumstances, have done. 
So long as the executor acts in good faith, 
with ordinary discretion and within the 
scope of his powers, his acts cannot be suc- 
cessfully assailed. No man is infallible, the 
wisest make mistakes, that no man is respon- 
sible for the consequences of his mistakes 
which are the result of the imperfection of 
human judgment, and do not proceed from 
fraud, gross carelessness or indifference to 
duty.” 

This language has more than once been 
quoted as correctly stating the law on this 
point. E.g. Smith vs. Jones (89 N. J. Eq., 
502, at p. 506); in re Leonard (107 Id., 235, 
236-7), the latter case being in this court. A 
similar rule in regard to retention by execu- 
tors of investments made by the testator, has 
been enacted into a statute (C. S. 2271, pl. 
34: P. L. 1899, p. 236: P. L. 1881, p. 130) pro- 
viding that “whenever * * * such executor 
* * * may, in the exercise of good faith and 
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reasonable discretion, have continued such 
investment, or may hereafter continue the 
same, he shall not be accountable for any 
loss by reason of such continuance.” And 
in Beam vs. Paterson Safe Deposit & Com- 
pany (82 N. J. Eq., 518), the trustee was 
exempted, under the circumstances, from 
such surcharge by reason of holding securi- 
ties on a falling market. 

Speaking generally, every case to which 
the rule in Heisler vs. Sharp is applicable 
must be judged by its own circumstances: 
and those obtaining in this case will be now 
considered. It is intimated that the execu- 
tor did not act in good faith, but that claim 
is unsubstantial, as will be seen later. The 
substantial claim is that it did not act “with 
ordinary discretion;” and in this, to wit, 
the holding as executor 1,019 out of 1,026 
issued shares of the stock of the Nice & 
Schreiber Company, a corporation, it joined 
in an application to the Federal Court for a 
voluntary receivership of that corporation to 
avert threatened proceedings in bankruptcy. 
It was on account of this action that the 
appellant was held responsible by the Or- 
phans’ Court and Prerogative Court for cer- 
tain results that followed and which will be 
detailed as briefly as practicable. 
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Facts of the Case 
Winfield S. Nice died on March 2 
1926, a resident of Atlantic County. 


or 3, 
He was 
the principal—in effect the sole—owner of 


Nice & Schreiber Company, a butter and 
egg and poultry trading corporation located 
in Philadelphia—of the 1,026 issues shares, 
as already stated, 1,019 stood in his name, 
and most, if not all, of the other sever shares 
were his property but in the names of others 
for qualifying purposes. This stock was the 
principal asset of his estate, and represented 
a going concern. The company itself was 
apparently solvent as to creditors, though a 
hasty audit as of March 2, 1926 indicated an 
impairment of capital to the extent of about 
$17,000. 

The death of Nice naturally removed one 
of the mainsprings of the business, but it was 
deemed at first important to keep the busi- 
ness running to support the value of the 
stock, that value being largely dependent on 
good will. But there were large debts out- 
standing and little or no cash to pay them; 
and collections were slow. The parties in- 
terested hoped to sell the corporation to two 
employees named Burton and Lippincott or 
one of them. Lippincott offered $52,500 for 
the stock, Burton $55,000; but before either 
offer was consummated, both were with- 
drawn. Burton then offered $45,000, and an 
agreement of sale was drawn, but Burton 
refused to sign it. The last substantial pros- 
pect of a sale having faded away, the direc- 
tors resolved to liquidate the company, and 
that liquidation was proceeding when under 
date of April 19th Burton wrote demanding 
$10,000 “on account of accumulated poultry 
profits.” A week later, April 26, Burton’s 
attorney wrote to the Corn Exchange Bank 
claiming $17,000 on behalf of Burton and 
threatening receivership proceedings. 

Appointment of Receivers 

For over a month previous to this, the in- 
terests of the beneficiary respondents had 
been in the hands of John Weaver, a lawyer 
and formerly mayor of Philadelphia, they 
having given him a general power of at- 
torney in that regard under date of March 
22d. Weaver was in close touch with Mr. 
Freeman, the trust officer of the Corn Ex- 
change Bank and he participated in a con- 
ference with Freeman, for} the bank executor, 
Weston, secretary and treasurer of the cor- 
poration, Davis, its attorney, and Thomas L. 
Gaskill of the New Jersey bar, counsel for 
the estate. At that conference it was re- 
solved to ask for a receiyer as of a solvent 
corporation, to conserve ijts assets: and this 
was done by application to the Federal 
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Buy for income, certainly; but keep your 
principal intact.... have it guaranteed! 


Any Amount 


Our Guaranteed Mortgages and Certifi- 
cates pay a steady income, and pay prin- 
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Court, and forestalled possible if not prob- 
able proceedings in involuntary bankruptcy. 

Mr. Weaver was appointed one of the re- 
ceivers: Sidney E. Smith was the other. They 
spent over a year in getting in the assets and 
liquidating. Of assets estimated at the time 
of making the application, at $289,000 they 
collected about $160,000: of debts of $117,000 
they paid 97 per cent. The awards of the 
court to receivers and counsel, master in 
chancery, ete., totaled $40,953 of which the 
receivers later voluntarily returned $10,000 
to the beneficiaries. The balance, $30,953, 
represents the surcharge for which the Or- 
phans’ Court held the executor liable on 
account of “gross carelessness, negligence and 
indifference.’ The court also refused to al- 
low any commissions or counsel fee beyond 
those previously awarded. This last, though 
included in the appeal to the Prerogative 
Court, does not seem to be embraced in the 
appeal to this court, and we have not con- 
sidered it. 


Question of Negligence 
On this phase of the case the question does 
not seem to involve particularly the amount 
of the counsel and receivers’ fees, which 
were outside the control of the executor and 
were in a sense assented to by the act of 





the beneficiaries in executing a general re- 
lease to the receivers. The real question is 
whether the action of the executor in bring- 
ing on the receivership with the best inten- 
tions to conserve the property and liquidate 
without bankruptcy was such an act of gross 
error of judgment, amount to negligence, as 
to make it liable to a surcharge, not of losses 
in collection arising out of the receivership— 
for there is no suggestion that anyone else 
could have obtained better results—but a 
surcharge of what the court ordered paid 
to the receivers and their counsel and other 
court officers for the work done by them. 
In other words, all that it is claimed was 
lost by the receivership was the cost of it 
in administration expenses. 

The fundamental question is whether or 
not, with the situation confronting the execu- 
tor as it appeared on April 27, 1926, the day 
before the bill for receiver was filed, it 
was bad faith, gross negligence, or indiffer- 
ence on the part of the executor to take that 
action. When it is considered that every in- 
terest was represented, including the ex: 
ceptants and that there was unanimity of 
opinion that the best interests of the cor- 
poration would be served by the action taken, 
it cannot be said that there was such neglect 
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of duty on the part of the executor as to 
charge it with liability for what happened 
as a consequence of that action. The par- 
ties were faced with an emergency, and had 
to make a decision of some kind. 

In this case, if the executor, with insuffi- 
cient funds in hand to pay claims, had let 
matters take their course and a hostile pro- 
ceeding had been taken at the instance of 
Burton, with receivers who had no friendly 
interest in the estate appointed to settle 
the affairs of the corporation, and the same 
results had followed, viz. a shrinkage of 
the assets of the estate, there would, in the 
language of the Heisler case, have been much 
more reason to complain of the conduct of 
the executor than now exists. 


We have said that the charge of bad faith 
is unsubstantial. It rests mainly, if not 
wholly, on the fact that the statement of 
assets and liabilities annexed to the bill 
showed the situation as of March 2d, with a 
bank balance of only $350, whereas on April 
28th the bank books showed a cash balance 
of over $40,000. The bill expressly alleged 
that the statement was of the conditions ex- 
isting on March 2d, so that there was no 
misrepresentation in that regard. As to the 
alleged balance of over $40,000 at the time 


the Burton claim was pressed, checks out- 
standing at that time reduced it to between 
$5,000 and $6,000. There can be no doubt 
that the capital of the corporation was im- 
paired to the extent of about $17,000, as 
already stated. 

We have been unable to find in the case 
any indications of bad faith on the part of 
the executor, or any such negligence in the 
administration of its trust as would justify 
the surcharge which is the subject of this 
appeal. In respect of this surcharge, there- 
fore, the decree of the Prerogative Court 
and that of the Orphans’ Court will be re- 
versed, with directions to settle the final ac- 
count free of any such surcharge. 


ooo 


EQUITABLE LIFE REPORTS INCREASED 
ASSETS 


Complete figures covering the first nine 
months of 1931 show that during this period 
the assets of the Equitable Life Assurance 
Society of the United States increased $81,- 
724,000 over the close of 1930 and now ag- 
gregate $1,366,000,000. Policy payments for 
the same period aggregate $144,392,677, of 
which $90,993,784 (or 63 per cent) went to 
living policyholders. 
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AWARD OF CERTIFICATES TO TRUST MEN BY AMERI- 
CAN COLLEGE OF LIFE UNDERWRITERS 


EXCEPTIONAL EDUCATIONAL OPPORTUNITY TO ADVANCE LIFE 
INSURANCE TRUST COOPERATION 


FRANKLIN W. GANSE, C. L. U. 
John Hancock Mutual Life Insurance Company 


(Epitror’s Note: Trust company men and especially those engaged in developing life 
insurance trust business should be interested in the recent decision of the board of direc- 
tors of the American College of Life Underwriters which admits trust officers to C. L. U., 
examinations and makes awards of special Certificates of Proficiency. Such recognition 
and educational facilities should help very materially in fostering sound and effective 
contacts between trust companies and life insurance underwriters.) 


RUST officers are showing more and 
more interest in the American College 
of Life Underwriters and several of 
them passed the C. L. U. examinations in 
June of this year. These examinations in 
the case of life underwriters, with three 
years of field experience when successfully 
passed, lead to the designation of Chartered 
Life Underwriter. In the case of trust offi- 
cers, the board of directors of the College at 
its recent annual meeting in Pittsburgh de- 
cided not to award the C. L. U. designation 
to trust officers who successfully passed the 
examinations but rather to give them a Cer- 
tificate of Proficiency similar to that received 
by home office officials of life insurance com- 
panies who passed the examinations but have 
never had the three years of field experience. 
There has been a good deal of argument 
during the past year in life insurance circles 
and particularly among those interested in 
the College as to whether our trust officers 
friends ought to receive the C. L. U. designa- 
tion and diploma or the Certificate of Profi- 
ciency. The board of directors in deciding 
for the latter simply followed the plain facts 
of the case because these trust officers, no 
matter how much time and how much valu- 
able work they are putting into the life in- 
surance features of their activities, are not 
life underwriters any more than a life under- 
writer who might have made a special study 
of trust company activities can therefore be 
ealled a trust officer. 


Award of Certificate of Proficiency 
Of those who took the examinations in 
June, Oliver J. Neibel, assistant trust officer 
of the Commerce Trust Company of Kansas 
City, Mo., and John D. Wright, trust repre- 
sentative of the Equitable Trust Company of 


Baltimore, Md., passed with the required per- 
centages in all of the five subjects and have 
therefore been awarded the certificate of pro- 
ficiency ; and I believe that they as well as ~* 
many other trust officers from whom the 
officers of the College have heard, think that 
the decision to award the Certificate of Pro- 
ficiency rather than the C. L. U. designation 
is a correct one and satisfactory to them. I 
am sure that these trust officers and numer- 
ous others who will undoubtedly follow in 


OLIVER J. NEIBEL 


Assistant_Trust Officer, Commerce Trust Company of 
Kansas City, who has been_awarded the certificate of 
proficiency of the American College of Life Underwriters 
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their footsteps will find that the life under- 
writers of their communities and of the coun- 
try at large, and that the officers and alumni 
of the College welcome them heartily and ap- 
preciate their action in adding this important 
qualification to their other fitness for cooper- 
ation with life underwriters in negotiating 
and handling life insurance trusts. 


Aims and Study Course of the College 

The aims of the College are to establish a 
higher educational standard in life under- 
writing involving not merely life insurance 
itself but also closely allied business sub- 
jects; to cooperate with universities and col- 
leges in the introduction of complete insur- 
ance courses ; and to award to properly quali- 
fied life underwriters a professional recogni- 
tion. 

In this last respect it may be fairly antici- 
pated that the C. L. U. recognition will have 
a similar history to that of Certified Public 
Accountant (C. P. A.) ; and that after a num- 
ber of years the life underwriter thus quali- 
fied will be generally recognized by the public 
as a leader in his chosen work and especially 
prepared to give good service. 

In summary form the subjects which must 
be studied to secure the C. L. U. diploma are 
as follows: 
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1. Life Insurance Fundamentals: a. Eco- 
nomics of Life Insurance; b. Principles and 
Practices. 

2. Life Insurance Salesmanship: a. Prin- 
ciples of Salesmanship; b. Psychology of Life 
Insurance Salesmanship. 

3. General Education (including English) : 
a. Economic Problems. b. Government; c. 
Sociology. Candidates taking Part III are 
given a special grade based upon all the fac- 
tors constituting good English. 

4. Commercial and Insurance Law: a. Gen- 
eral Commercial Law; b. Wills, Trusts and 
Estates. 

5. Finance: a. Corporation Finance; Db. 
Banking and Credit; c. Investments. 

Applications to take the examinations in 
June of each year must be made upon a 
prescribed form before May 15 and the ap- 
plicant must possess the necessary educa- 
tional prerequisite of graduation from a four- 
year high school or a statement from the 
registrar of a standard college or university 
certifying that his examination has entitled 
him to admission as a regular student in 
the freshman class without conditions. 


Passing Grade on Examinations 

The passing grade on each examination is 
70 per cent and the examination is conducted 
and the grading done according to the best 
educational standards. Many applicants are 
taking the examination in sections, that is, 
only one or two subjects per year, and this 
is encouraged by the College. Classes are 
being formed or have already been formed in 
many of the large cities and it is anticipated 
that 750 or more applicants will present 
themselves for the examinations in June, 
1932. 

The College bulletin and directory gives the 
full list of suggested books and contains all 
other necessary information as to the scope 
of the work of the College, suggestions for 
preparation for examinations, a list of exam- 
ination centers to which others will be added 
as needed, and information regarding the 
many educational institutions of high stand- 
ing which are now cooperating with the Col- 
lege and giving courses in life insurance ap- 
proved by it. 


Results of 1931 Examinations 

The results of the 1931 examinations are 
most gratifying. One hundred and eighty- 
seven candidates successfully completed all 
five examinations, Of this number 167 are 
entitled to the C. L. U. designation (having 
completed three years of satisfactory life in- 
surance experience, also), thus increasing the 
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outstanding total of Chartered Life Under- 
writers to 378. Twenty of the candidates 
passed all examinations but have still to com- 
plete their three years of satisfactory expe- 
rience. It is interesting to note that the num- 
ber of successful candidates this year (com- 
pleting the whole series of examinations) is 
equal to 85 per cent of the combined total re- 
sulting from all previous examinations. 

As a further evidence of more thorough 
preparation of candidates, it should be stated 
that another 103 passed all of the examina- 
tions which they undertook. Indicative of 
cumulative growth for the future, mention 
should also be made of the fact that 324 can- 
didates now have credit for the successful 
completion of some of the five examinations, 
and with comparatively few exceptions may 
be expected to complete the balance within 
the next two years. Of this number 33 are 
credited with four of the five examinations, 
78 with three examinations, 112 with two ex- 
aminations, and 101 with one examination. 

The greater emphasis which the College is 
placing upon the idea of taking the examina- 
tions during a series of years, involving in 
most cases a three-year program, is leading 
to study by a much larger number of candi- 
dates and it will not be surprising if consid- 


erably more than 750 take the examinations 
next year, including no doubt an increased 
number of trust officers. 

Even though they may not wish to take the 
C. L. U, examinations and secure the Certifi- 
cate of Proficiency, it is hoped that trust offi- 
cers in general who are connected to any de- 
gree with life insurance trust work will be 
interested in the A. C. L. U. course of study 
and in following this most important devel- 
opment for the education of life underwrit- 
ers. Correspondence regarding any of these 
matters should be addressed to Dr. S. S. 
Huebner, the dean, or Dr. David McCahan, 
the assistant dean of the college, at Logan 
Hall, University of Pennsylvania, Philadel- 
phia. The leadership of Dr. Huebner has of 
course been of great importance in the forma- 
tion and growth of the College. 

ae ae 

Plans have been drawn for a new twenty- 
story building for the First National Bank 
of New York and to occupy the site of the 
old building at Broadway and Wall street. 
which is now being demolished because of 
unsafety. 

The Bank of Manhattan Trust Company 
of New York will occupy a new branch office 
at Rutland Road and East 97th street, 
Brooklyn. 
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At your Service 


e Mr. and Mrs. Bank Client” ® 


Down the gangplank, or off the tender . . . in Cher- 
bourg, Southampton, Havre, or Bremen, the greeting 
of the American Express representative to travelers 
is the same... “at your service.” 


He is ready to relieve American travelers of their 
travel problems and takes keen pleasure in doing it. 
To see him help traveler after traveler with hotel, 
steamship, and railroad reservations, with baggage 
and other incidentals is a revelation of the magnitude 
and effectiveness of American Express Service. 


But this is only a prologue of what is to come for he 
has colleagues at frontier points, stations, and docks 
along the highroads of travel. These men are main- 
tained by the American Express to serve those who 
carry its Travelers Cheques. They are ready to 
smooth the way—iron out the rough places—and 
make the traveler’s journeys comfortable and 
pleasure-full. 


There is no more appreciated touch than this efficient 
piece of American Express Service to the banker’s 
clients in foreign lands. And it is assured to them 
when they carry American Express Travelers 
Cheques. For, in addition to protecting their funds 
against theft or loss, and being spendable every- 
where, these Cheques are endowed with an auto- 
matic introduction to this helpful, personal Amer- 
ican Express Service which stretches around and 
across the world. This Service begins in your bank— 
the moment you sell your clients American Express 
Travelers Cheques. 


accepted the world over 


AMERICAN EXPRESS 
Travelers cheques 


Steamship tickets, hotel reservations, itineraries, cruises 
and tours planned and booked to any part of the world by 
the American Express Travel Service 
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THE CORPORATE TRUSTEE—AN ESSENTIAL FACTOR IN 
MODERN LIFE 


INCREASING RELIANCE UPON TRUST COMPANY SERVICE AND JUDGMENT 


Cc. ALISON SCULLY 
Vice-president, Bank of Manhattan Trust Company, New York 


(EpITor’s NOTE: 


In his address presented at the recent Pacific Coast Regional Trust 


Conference, Mr. Scully discussed phases of trust administration and development which 
acquire unusual interest in the light of broader opportunities as well us solemn respon- 


sibilities. 


Mr. Scully is regarded as one of the ablest trust men in the land and his 


conclusions invariably bear the imprint of mature experience as well as originality of 
thought.) 


HE last two years have witnessed a 

wholesale revision of economic values. 

Securities, commodities, real estate, 
property of all kinds, even money itself, have 
been affected. These have been trying days 
through which we have passed, but through- 
out the entire period, characterized as it has 
been by apprehension, doubt and uncertainty, 
the prestige of the trust companies of the 
United States has increased. 

Several factors have contributed to this 
result: First, the normal but none the less 
striking increase in the volume of assets con- 
fided to the management of the trust com- 
panies under wills which have gone into ef- 
fect; secondly, the reputation of the trust 
companies generally as institutions of con- 
servatism and strength. And, finally, the 
enviable position which the trust companies 
of the United States now occupy in the minds 
of the public is due to an increasing knowl- 
edge on the part of the public of the kind 
and quality of services which a trust com- 
pany can and does render. People are bring- 
ing more business to the trust companies 
because they know what the trust companies 
ean do for them, 

Not so many years ago a trust company 
was thought of as a dreary place having 
something to do with the affairs of those who 
were dead. The general feeling was that it 
was as remote from active contact with every 
day affairs and had as little to offer to the 
members of the public in their day-to-day 
transactions as could well be imagined. But 
this has all changed. We have convinced 
people that we are not only alive, but awake. 
The volume of business which has been en- 
trusted to us has come because we enjoy the 
confidence of the public to a high degree, be- 
cause we have been telling people what we 


can do for them, and because in their deal- 
ings with us their expectations have found 
fulfillment. 


Important Functions of the Corporate 
Department 


Trust business, as you know, divides it- 
self into two general classes—corporate and 
personal. The extent and variety of services 
which a trust company can offer in its cor- 
porate department in assisting the conduct 
of business under modern conditions are fa- 
miliar to all of you. Probably the most im- 
portant economie contribution the trust com- 
panies have made in this respect is in acting 
as trustee under corporate mortgages. In 
the first railroad mortgages individuals 
served as the trustees, but today no major 
financing, whether of a railroad, public util- 
ity or industrial company, is carried on with- 
out the intervention of a corporate trustee. 

In acting as transfer agent and registrar 
of stock, the trust company relieves the of- 
ficers of the company of the tedium of ad- 
ministrative detail and protects the clerical 
force from interruption in the performance 
of their other duties. Through its trained 
personnel the trust company furnishes a 
skilled service which is beyond the knowledge 
and capacity of those whose time is devoted 
primarily to the discharge of wther tasks 
and it protects the public from knavery and 
manipulation of stock in the small number 
of cases in which those in control of the com- 
pany are dishonest. 


Escrow and Personal Trust Service 
It would be sheer impertinence for an east- 
erner to enlarge upon the services rendered 
by the trust company as escrow agent. You 
in California particularly have developed 
that class of business, as applied to real es- 
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tate, to a volume unrivaled in any other part 
of the country. But in other phases of es- 
crow work we in other parts of the country 
have been telling the public that where an 
impartial but financially responsible stake- 
holder is required the services which a trust 
company can render are not only satisfac- 
tory but unique. Most businesses today are 
incorporated and this form of doing business 
has created the need of many other services 
which only the trust company can satisfac- 
torily render. 

In personal trust matters the contacts of 
the public with the trust department are 
more numerous and more widespread. The 
trust company as executor and trustee under 
wills is now regarded as axiomatic. No per- 
son of consequence makes any other provi- 
sion. Important as all this is, I would like 
to have a share in dispelling the popular be- 
lief that this is all a trust company does. 


Investment Problems Confided to Trust 
Companies 
An interesting development of our business 
during the last two years has been the dis- 
position which active and intelligent men of 
affairs have shown to place their investment 
problems in the hands of their trust compa- 


nies as trustee under living trusts, either 
acting alone or in conjunction with them- 
selves. This has been because the investor 
who has undertaken to manage his own se- 
curities has found himself at a serious dis- | 
advantage. In the first place, there are dis- 
tinct limitations on the time an active busi- 
ness man can devote to his personal finan- 
cial affairs. Secondly, the list of investments 
from which selection must be made has heen 
enormously enlarged and is now very exten- 
sive. In the third place, he is limited in 
the sources to which he may go for informa- 
tion. Finally, his judgment is that of a 
single individual. 

The magnitude of the task is eloquently 
presented in the advertising circular of a 
statistical bureau: 

“The late H, C. Frick once said: ‘The only 
way to keep posted on the securities one 
owns is by following the management, earn- 
ings, balance sheets, costs, expenditures and 
other fundamentals that influence values.’ 
Values in securities will be affected in the 
coming year by the consolidation of rail- 
roads; mergers of units in the industrial 
world; the increasing purchasing power of 
our agriculturists; the volume of business; 
keener competition in some industries; larger 
exports of machinery and other products of 
American manufacturers; the revision of 
Federal income taxes, Administration changes 
in Washington and the European situation.” 

What could be more preposterous than to 
expect a man to be able to reach an informed 
opinion on all these subjects, even if he de- 
voted every waking hour of the day to a 
consideration of them? His attempt to form 
a judgment and to act on that judgment is 
very much a leap in the dark. It is small 
wonder that the most experienced and saga- 
cious business men today are seeking the aid 
of the trust companies in the management of 
their investments while they are alive. 


Equipment of Responsible Trust Management 

A trust company has all the characteristics 
which counteract and overcome the disability 
from which the individual suffers. Through 
the widespread contacts in the banking de- 
partment with every line of business and 
commercial endeavor, domestic and foreign, 
the trust company is in an enviable position 
to form a seasoned judgment with respect 
to general conditions in the security markets, 
with respect to different classes of invest- 
ments, and with respect to business condi- 
tions affecting the different lines of industry 
It has extensive data and information, very 
often of a confidential nature, not available 
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to the individual investor. Above all else, it 
has the means to appraise the intangible 
qualities of a company, the ability and in- 
tegrity of its officers, the loyalty and enthu- 
siasm of its employees and its policy of op- 
eration which the general public can never 
obtain and which so often spell success or 
failure for the company concerned. 

_ Finally, the investment transactions are 
the result of the deliberations and combined 
judgment of several individuals and are not 
subject to the prejudice and weakness which 
the judgment of any one individual, no mat- 
ter how well informed or how intelligent, in- 
herently involves. If the experience of the 
New York trust companies is any criterion, 
the increase in the volume of assets passing 
to the trust companies as trustee under liv- 
ing trusts in the last two years is nothing 
short of phenomenal. 


The Life Insurance Trust Field 

The newest class of personal trust business 
attaining large proportions in the last ten 
years has been the life insurance trust. The 
total amount of insurance outstanding on the 
lives of residents of the United States is 
enormous and to date the face amount of in- 
surance policies confided to the trust compa- 
nies as trustee under insurance trust agree- 
ments is slightly less than five per cent of 
the total. The accelerated pace at which our 
customers and the general public are coming 
into our trust departments, bringing their in- 
surance policies with them, leaves no room 
for doubt that a very substantial part of the 
total insurance protection of the country will 
ultimately be administered by the banks and 
trust companies of the country as trustee. 
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The prestige of the trust companies which 
this work will involve and the social respon- 
sibility which it inevitably entails bring sober 
thoughts. 

In the life insurance trust field itself a new 
class of business has arisen which brings the 
trust companies into more direct and intimate 
contact with the business man than ever be- 
fore.. I refer to the business life insurance 
trust. This, as you know, provides a pro- 
gram and method for the liquiuation of the 
interest of a deceased partner in a firm or a 
stockholder in a close corporation when his 
death occurs. The subject itself is so exten- 
sive that it cannot be discussed in detail in a 
paper of this character. 


Effective and Dignified Solicitation 

It may not be inopportune to consider how 
in dignified and effective fashion we may 
bring still more to the notice of the business 
man the services which the trust company is 
able to render him in the conduct of his af- 
fairs. Personally I have always been a great 
believer in the solicitation of personal trust 
business through representatives. I hope 
this will never reach the point where this 
is an indiscriminate scramble by a great 
number of young and inexperienced salesmen 
representing all the different trust companies. 
I fear that the prestige of our business will 
be seriously impaired if this is allowed to 
occur, but the character of service we render 
cannot be adequately presented to the public 
nor can they be induced to avail themselves 
of these services if we wait for them to come 
to us. 

In personal trust matters particularly 
there is an inherent lethargy on the part of 





612 


prospects which can most effectively be over- 
come through direct personal contact. The 
feeling on the part of most individuals is that 
however desirable the services of the trust 
company in personal trust capacities, the 
completion of arrangements regarding them 
can always be postponed until the day after 
tomorrow with the inevitable result that 
much business which properly falls within 
our province never materializes. 


Avoiding Needless Legal Jargon 

We can also do something to dispel the 
feeling on the part of some people that the 
trust department is a strange and unfamiliar 
place, marked by certain restraint and aus- 
terity. We should make our customers and 
prospective customers feel that they may deal 
with us on the same basis of agreeable famil- 
iarity that prevails in other business rela- 
tions. There is entirely too much legal jar- 
gon. about the conduct of our business. We 
make the most simple transactions a laby- 
rinth of perplexities. While before accepting 
an appointment we must insist that every 
legal safeguard that can properly be asked 
be furnished us, this can almost always be 
accomplished in a manner that seems to the 
layman direct and simple. Deeds of trust 
and wills with innumerable “whereas” clauses 
—“lands, tenements and hereditaments,” “his 
heirs, executors, administrators, successors 
and assigns,” “grant, bargain, sell, enfeoff, 
convey, remise, release and confirm,’—can 
usually be simplified and made just as ef- 
fective by using the language of the man in 
the street. The papers make much easier 
reading for the prospective testator or donor. 


Simplifying and Modernizing Trust Business 

In many instances business in the trust de- 
partment can frequently be conducted with- 
out the necessity of formal agreements. An 
exchange of letters will often suffice. Several 
years ago it was thought good practice when 
a safekeeping account was established to 
have the owner of the securities or other 
property execute a formal power of attorney 
to the trust company constituting the latter 
as agent. This usually required acknowledg- 
ment before a notary. We no longer follow 
this practice. We merely take a letter ad- 
dressed to the trust company which says in 
very simple terms: “I am giving you cer- 
tain securities and I may send you some 
more. I would like to have you keep these 
for me and credit the income to my account.” 
A letter of this character read by one con- 
sidering opening a safekeeping account is eas- 
ily understood and the business is much more 
readily consummated. 
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We can do much also in avoiding the use 
of legal terms in personal discussion with 
our customers and prospects. ‘“Testator, 
settlor, deed of trust inter vivos, fiduciaries,” 
these and similar terms which are not in 
everyday use are not fully comprehended by 
any except lawyers and they increase the 
impression of the prospect that there is 
something strange and almost sinister about 
the business which the trust department han- 
dles. We must simplify and modernize our 
business with our customers to the fullest 
possible extent. 

We must, however, be intelligent and model 
our principles of operation so that the pres- 
tige of the trust companies will not suffer. 
This is no time for sensational experiment. 
We must be alert in the adoption of prin- 
ciples for the solicitation and administration 
of business that are modern, effective and 
up-to-date, but they must be dignified and 
consistent with the reputation of the trust 
companies as sound, substantial and thor- 
oughly respectable institutions. 

People must feel, as they now feel, that in 
coming to the trust department they are 
seeking the advice of friendly counselors who 
will look to their financial welfare in the 
same spirit and with the same reliance upon 
our good faith that they seek the advice of 
their lawyer and their physician in other 
fields. We have before us a great opportu- 
nity but, as with all things worth while in 
life, it carries with it a solemn and serious 
responsibility. 

a me & 

The Bank of America, National Associa- 
tion, of New York, is named executor in the 
will of the late Mrs. Bessie McCoy Davis, 
widow of the famous author, Richard Hard- 
ing Davis and noted musical star. 

The Malden Trust Company of Malden, 
Mass., reports banking resources of $10,- 
195,839; trust department assets of $1,571,- 
748 and agencies amounting to $675,655. 
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Make 
EXPERIENCE 
the Test! 


37 years of single-minded attention to 
trust work make this Trust Company 
exceptionally well qualified to serve as 
your Wisconsin representative. Year by 
year its organization has grown through 
the employment of specialists in trust 
procedure, investment and accounting, 
until there has been accumulated here 
the largest reservoir of trust experience 
in the State. 
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First WISCONSIN TRUST COMPANY 
MILWAUKEE 


Unit of Wisconsin Bankshares Group, whose Resources Exceed $300,000,000 
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COMMINGLED FUNDS OFFER BROADER SCOPE FOR 
TRUST SERVICE 


MEETS NEW DEMANDS FOR EFFICIENT INVESTMENT AND FIDUCIARY 
PROTECTION 


GEORGE C. BARCLAY 
Assistant Vice-president, City Bank Farmers Trust Company of New York 


(EpiTor’s NOTE: 


About three and a half years ago the City Bank Farmers Trust 


Company created its first experimental mingled fund and after the development stage 


two years ago, it announced to the general public its Plan of Uniform Trusts. 


This inno- 


vation in trust service has been followed with keen interest by forward-looking trust 


men throughout the country and at the present time there are seven 
companies now operating fourteen mingled or composite funds of various types. 


different trust 
What 


the experience of the City Bank Farmers Trust Company has thus far taught and the 
objectives in view, are set forth in the following paper presented at the recent Pacific 


Coast Regional Trust Conference.) 


HERE are a large number of angles to 
the conduct of a trust company that 
are of major importance to its success- 
ful operation. The solicitation of new busi- 


ness, the mechanism for handling accounts 
within the company, relationships to clients 


and to attorneys, all must be constantly con- 
sidered and reconsidered with the most care- 
ful thought and attention. But these are 
all means to the ultimate end. What we are 
all in existence for is to care for and man- 
age the property of others. If we do not 
make a suecess of this undertaking, all the 
rest goes for naught. 

One serious drawback to the expansion ‘f 
trust Company service has been that, as at 
present constituted, it is in practice available 
only to persons of large or moderate means. 
If it is to have the meaning and influence in 
this country which we all hope for and look 
forward to, it must be extended to the small 
investor. Later on I will describe how the 
mingled fund makes this extension possible, 
but will first discuss its application to the 
investment problems of the trusts, with 
which we are all familiar. 


Diversification and Purchasing Power 

Everyone knows that a trustee’s primary 
duty in the management of property is to 
provide safety of principal, but this duty 
is infinitely harder to perform than to state. 
Of course a large trust can be adequately 
safeguarded by broad diversification of its 
investments within its own segregated lim- 
its. But with a small trust it is a different 
story. The trust with $50,000 or less of 
assets raises a serious investment problem. 


Probably no one would consider diversifying 
it to a greater extent than to purchase for 
it ten different mortgages or bond issues 
averaging $5,000 per group. That means that 
if one investment goes bad, the trust may 
take a loss of 10 per cent where a large trust 
might limits its loss to 1 per cent or 2 per 
cent. Clearly the situation should be re- 
versed. The small trust cannot afford to 
lose 10 per cent, while in the case of the 
large one, though the loss might seem great 
in dollars, the result to the beneficiaries 
would not be so serious. 

It is not alone necessary to preserve the 
original dollars of a trust’s assets; the trus- 
tee must also endeavor to conserve their orig- 
inal purchasing power. Everyone knows that 
up to 1929 the purchasing power of the dol- 
lar had been generally declining for over 
thirty years. There were innumerable cases 
where trusts were set up and invested in 
bonds the income from: which was intended 
to care for the requirements of the benefici- 
aries in accordance with conditions as of 
the time the trust was created. Ten or fif- 
teen years later this income was totally in- 
adequate to meet the beneficiaries’ require- 
ments. Today the trend has been reversed, 
the dollar is worth more and a smaller num- 
ber of. dollars than were placed in a trust, 
say in 1929, will purchase the same amount 
of goods and services. In course of time the 
pendulum is bound to swing the other way 
again. 


Investment Experience of Insurance 
Companies 


The problem, therefore, was to find a 
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means of spreading the risk of loss of the 
dollars of a small trust’s assets and at the 
same time to preserve the purchasing power 
of its income. In casting about for a solu- 
tion it was natural to turn to the example 
of the insurance companies. Here was a 
business which in twenty-five years had risen 
from a very low ebb to a position of pre- 
eminence. Granting the importance of able 
management and state supervision, it must 
nevertheless be conceded that the growth of 
the insurance business has been largely due 
to the soundness of its basic fundamental 
principle of spreading the risk. The reserves 
of the great insurance companies are in effect 
huge mingled funds. They are mingled funds, 
however, in which the participants have no 
segregation of legal interest such as has al- 
ways been deemed necessary in the case of 
trusts. It was not difficult, however, to find 
a way around this obstacle, either by ob- 
taining the trustor’s consent to the combi- 
nation of his assets with those of others for 
the purpose of investment or by achieving 
the same effective result through the use of 
a corporation. 

So far as I am aware there is no composite 
fund now in operation in which the legal 
status of each participating trust is not kept 
entirely separate from that of all the others 
There is no mingling of trusts, but rather 
of the assets of the trusts, and these are 
united for the purpose of investment only. 
Through stock ownership or by an accurate 
accounting system the proportionate interest 
of each trust in the general fund can always 
be ascertained. The individual trust retains 
its own identity just as do individuals par- 
ticipating in an investment pool. 


Investment of Assets in Mingled Funds 

The mingled fund, therefore, is modeled 
on insurance principles. Its assets are in- 
vested in a wide variety of securities in 
which each participating trust has an exact 
proportionate interest. As the securities of 
the fund fluctuate in value, the worth of the 
trusts also fluctuates but each small trust 
will have such a minor ownership of each 
security that a loss in the case of any single 
one will be negligible. In a period of severe 
declines in the value of all investments, such 
as the present, when even bonds hitherto con- 
sidered as immovable as Gibraltar have 
shown signs of weakness, it is inevitable that 
the whole portfolio will depreciate somewhat. 
But this is far better than the very great 
loss that would surely have come to some 
of the small trusts had their assets been 
segregated in a few securities, however care- 
fully chosen. 


It is one of the tenets of our organization 
that a man who entrusts his property to our 
care, either for his own benefit during his 
lifetime or for that of his family after his 
death, expects of us the best management of 
which we are capable. By this he envisages 
the personal attention to his affairs of the 
president and senior officers. All trust com- 
panies are organized so that trusts are being 
constantly reviewed, usually at comparatively 
short intervals by junior committees, and less 
often by senior groups. The physical diffieul- 
ties alone of reviewing a thousand trusrs 
places a limit on the frequency that they 
san come before the president himself, ex- 
cept for special and unusual reasons. Yet 
even under normal conditions the best man- 
agement is that which affords the most fre- 
quent reviews by the most experienced execu- 
tives of the organization. This quality of 
management can be achieved through a min- 
gled fund. The president is not required to 
struggle through a thousand separate ac- 
counts and then start over again. He has 
a single portfolio on his desk at all times 
and when he and his committee take any 
action it saves a thousand separate deci- 
sions. 

It may be said that this is all very well. 
but is it possible or desirable to pattern all 
trusts to a single investment standard? We 
do not believe that this is either necessary or 
desirable for it is clear that there will al- 
ways be trusts for which a segregated status 
will be best. Nevertheless the more trusts 
that are invested in the mingled fund the 
shorter time it will take to review the others 
separately so that both participants and non- 
participants will benefit greatly. 


Flexibility in Trust Investment Management 

Opinions differ as to what investment pol- 
icy will give the best result in the care of 
trust property. In City Bank Farmers Trust 
Company we have tried to achieve as far as 
lies within our ability what we conceive to 
be the ideal policy. It seems to us that 
under normal conditions a trust should not 
only have the benefit of an investment scheme 
approximately that of the average conserva- 
tive man but that there may be definite dis- 
advantages in limiting too strictly the trus- 
tee’s investment authority. Management is 
an art, and not a science. It cannot operate 
under fixed rules nor should it be limited 
by rigid restrictions. To be successful it 
must always keep the property in a state 
of flux, ready to act as changing conditions 
require. 

Keeping one hundred bonds in the vault 
for the twenty-year duration of a trust is 
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not management. There will be a time when 
sound judgment based on experience will 
recognize that their market price is too high. 
They should be sold and the proceeds in- 
vested in some other security which can be 
purchased on a basis closer to its real worth, 
as indicated by the trend of business, money 
rates, ete. The intelligent shifting of the 
investments of a trust, not only so betweeu 
specific individual securities, but also be- 
tween different categories of investment 
media, seems to us the essential of sound 
management. 

That is the theory we attempt to carry out 
in our mingled funds. We are never going 
to know exactly when money should be in- 
vested entirely in fixed income obligations of 
long or short maturity nor will we know 
when money should be invested in any other 
form of security to the extent of 100 per 
cent to obtain the best results. Our experi- 
ence has definitely shown us that where 
a given amount of property can be diversified 
at all times with some mortgages, some bonds 
of long and short maturity, some preferred 
stocks and some common stocks we have 
formed a firm basis for management. Nor- 
mally, then, these funds will contain some 
of each type of investment security. The 
great emphasis is placed upon the propor- 
tions of each and in our management we 
attempt only to shift this emphasis from one 
category of investments to another as eco- 
nomic conditions change. This policy is defi- 
nitely predicated on a long range point ot 
view and its fundamental principles need 
not necessarily be varied because of depres- 
In other words these events 
cause changes from one group to another 
but not changes in the policy itself. There- 
fore, the most important phase of our policy 
can be summed up in the word—flexibility. 


sions or booms. 


It goes without saying that these prin- 
ciples cannot be applied to a small trust. No 
trustee will invest any of the assets of a 
$50,000 segregated trust in common stocks 
and may well hesitate to invest any in pre- 
ferreds. 3ut through a composite fund, 
Where the risk is widely spread, it becomes 
possible to give small trusts the advantages 
of this policy. 


Various Applications of Mingled Fund Idea 


One of the best features of the mingled 
fund idea, however, is that it can be adapted 
to any investment policy. For example, the 
Old Colony Trust Company’s Stock Fund 
is in effect a mingled fund whose primary 
intention is to mingle common stocks so that 
participations in the fund may be issued 
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to trusts. The general policy of the various 
funds of Irving Investors Management Com- 
pany also leans toward common stocks al- 
though these funds, as well as that of the 
Old Colony Trust Company, are so consti- 
tuted that other types of investments may be 
purchased for them. Fund B of the Equi- 
table Trust Company of Wilmington, Del.. 
on the other hand is limited entirely to legal 
securities and although the investment au- 
thority of Fund A of the International Trust 
Company of Denver is unlimited, Mr. Mc- 
Whinney has said that he believed as a gen- 
eral proposition that the investments of a 
composite fund should not include common 
stocks. 

Other funds such as those of the Brook- 
lyn Trust Company, the Guaranty Trust Com- 
pany of New York, Fund A of the Equitable 
Trust Company of Wilmington and our own 
funds all permit the widest variety of in- 
vestments in the sound discretion of the 
trustee. In other words, if differences of 
opinion as to investment policy on the part 
of different bankers or among people of dif- 
ferent communities dictate a policy in one 
locality varying from that in another, the 
mingled fund can nevertheless be utilized by 
all. As I have said, there will always be 
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The Oldest Trust Company in Massachusetts 
Established 1868 


and its afhliated banks 


Offer Complete Fiduciary Service for Corporations 
Combined Trust Funds Over $30,000,000 


Worcester Bank & Trust Company 


Worcester, Mass. 


some trusts that will not or should not go 
into a mingled fund of any type but on the 
whole it will be found that a very large 
number of trusts can be handled in this 
way. 


Solving Problems Raised by Co-Executor and 
Co-Trusteehips 

What has been said up to this point cov- 
ers the assistance that a mingled fund can 
render to a trustee in its primary duty, with 
the advantages flowing therefrom to the 
beneficiaries. Before discussing the problem 
of the small investor, I would like to refer 
to a few collateral advantages of the mingled 
fund which, although they have to do witi 
efficiency from the operating rather than the 
management point of view, may be of inter- 
est to mention. 

Trust companies are always glad to have 
a co-executor appointed and often the tes- 
tator names an individual with a trust com- 
pany not only because he may be more fa- 
miliar with the testator’s family situation 
but also because he is experienced in invest- 
ing money and ean really contribute some- 
thing to the successful management of the 
property. And yet there are times when the 
presence of a co-trustee can be very detri- 
mental to the trust investments. It is easy 
to imagine a situation where a hundred 
different trusts might contain one or more 
bonds of the same issue. The time may come 
when it is of the utmost importance that 
these bonds be sold promptly. 

Wherever there are co-trustees it is neces- 
sary in each case to notify the individual 
trustee and get his approval. This may take, 
in given cases, several days if not weeks, 
with the result that the market opportunity 
may easily have passed by. If these same 
one hundred trusts were invested through 
a mingled fund there would be no co-trustee 
to consult and the bonds could be sold out 
immediately after the decision to dispose of 











them has been made. Under the set-up of 
our incorporated mingled fund, the power of 
management is vested solely in the trust 
company through certain of its officers and 
directors. Thus if investment of the trust 
assets in our mingled fund is authorized 
under an instrument which names a co- 
trustee, the only question as to which his 
consent is necessary is, shall this invest- 
ment in the mingled fund be made? Once 
this question has been affirmatively answered, 
the trust company alone manages the fund. 
Obviously, if the co-trustee should at a later 
time disagree with the way this is being 
done the corporate trustee would, upon his 
insistence, terminate the trust’s participa- 
tion and invest the trust assets as a separate 
unit. 


Selling Single Security Out of a Number of 
Trusts 

Another problem which is somewhat con- 
nected with the one just mentioned arises 
when a single security is sold out of a num- 
ber of trusts within the same day or two, 
but in a fluctuating market. In some trust 
companies the security is sold specifically 
out of each trust, with the result that one 
trust may obtain a different price than an- 
other. In other institutions the procedure 
is to average the proceeds of all the different 
sales on the ground that it is not fair that 
one trust should receive a better price than 
another purely because of its alphabetical 
or mechanical position in the records, or 
because of some other reason for adopting a 
particular chronology. This is roughly satis- 
factory when it is possible to dispose entirely 
of the security from all the trusts involved 
in a comparatively short time. 

But it may be that because of inability to 
obtain the consent of a co-trustee the security 
sannot be sold out of certain trusts until the 
market price has gone down, or it may be 
that the sale of more than a proportion of 
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the total holdings of all the trusts in a given 
security will break the market. If, for ex- 
ample, only one-third of the holdings can 
be sold without this effect, what is to happen 
in the case of a trust which has four or eight 
bonds? In all these cases there is an obvi- 
ous unfairness to some trusts to the advan- 
tage of others. The mingled fund removes 
any such chances of discrimination. All the 
participating trusts share exactly in propor- 
tion to their respective interests both in the 
purchase and in the sale of securities for 
the mingled fund, and problems of averaging 
or allocating market prices to various trusts 
or selecting which shall have the benefit of 
the first sale disappear entirely. 


Substantial Savings of Expense 


We believe that it is the benefits that a 
mingled fund gives to the participating trusts 
that justify its existence. Nevertheless, it 
may not be amiss to note that the plan can- 
not fail to result in substantial savings of 
expense to the trust company through the 
unification of control which it makes pos- 
sible. If one hundred separate trusts own 
bonds of a certain issue, they must be kept 
in one hundred separate envelopes in the 
vaults. Their ownership must be noted on 
one hundred separate security records; their 
coupons must be clipped as one hundred sepa- 
rate units and credited to one hundred sepa- 
rate accounts: their sale or redemption in- 
volves another set of one hundred separate 
entries. If the one hundred trusts partici- 
pated in a mingled fund there would be one 
envelope in the vaults; one entry in the 
security records; the clipping and crediting 
of coupons to one account and one trans- 
action when a sale is made. The amount of 
expense and time that can be saved is clearly 
tremendous. 


Trust Service and Protection for the Small 
Investor 


We now turn to a consideration of the 
small investor. It is our belief that in 
spite of the present seemingly endless depres- 
sion, there is bound to be a future growth 
of the trust business which will be greater 
than that which has taken place to date and 
Which will compare with the development 
of the insurance companies. Such progress, 
however, will not be made only by extend- 
ing trust service from the man of great 
wealth to the man of moderate means. This 
step is naturally important and one of the 
reasons for our concern to provide a min- 
gled fund for the smaller trust is because 
of our belief that our service should be avail- 
able to people in that category of wealth. 
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A typical Louisiana pecan orchard 


NEW ORLEANS 
XLI 


Pecans 


Louisiana’s 1930 pecan crop amounted to 
3,750,000 pounds, with a retail value in 
excess of $1,250,000. 


Louisiana soil is particularly adapted 
to the growing of pecans. Last year’s 
crop was greater than that of 1929 and the 
crop this year will be substantially aug- 
mented by more than 75,000 young trees 
which begin to bear this season. 


Hibernia Bank ©& Trust Co. 
New Orleans, U.S.A. 








But there is a much larger class of persons, 
who have not sufficient property to justify 
the expense of full trust service but who 
have nowhere to turn. 

A man’s first obligation is to start accu- 
mulating his surplus earnings in a savings 
bank. He must provide a reserve, in what 
is the equivalent of cash, to care for sickness, 
unemployment, and other extraordinary calls 
upon his resources. When this has been ac- 
complished, his next step is to purchase life 
insurance for the protection of his family in 
the event of his death in his prime. But as 
soon as he is able to save in excess of his 
needs for these purposes he becomes an in- 
vestor and usually is at the mercy of the 
first unscrupulous or ill-advised person who 
comes along. If he escapes that net and 
goes to his bankers or broker the best they 
can suggest will usually result in his put- 
ting his few precious eggs in a single basket, 
however strong it may be; and what is per- 
haps more important, his banker cannot pos- 
sibly remember to notify him and suggest 
a change if the banker subsequently learns 
that the basket is becoming weak. The small 
investor himself does not know anything 
about securities and he ought to have a place 
to go where his property can be cared for 
and managed for him on a conservative basis 
and at a reasonable fee. 
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Provides Efficient Mechanism 

Heretofore it was out of the question for 
a trust company to fill this gap. It did not 
have the machinery to do so except at an 
exorbitant cost to the individual and at a 
loss to itself. The mingled fund, however, 
can both provide the mechanism and re- 
duce the cost so that this highly impor- 
tant service can be and now is being 
provided. Funds such as the Brooklyn Trust 
Company’s Composite Fund, Irving Investors 
Management Company’s Funds A and B, anJ 
Old Colony Trust Company Agency Fund as 
well as our own Plan of Uniform Trusts, are 
earrying out this purpose. The technique of 
the forms and methods of operation of these 
funds all differ but their aim is the same: 
to provide a place where the small investor 
ean take his mite in the assurance that it 
will be cared for in the most careful and 
conservative manner. And what is equally 
important he can make small additions to 
his trust from time to time with convenience 
and safety. 

But a trust company in normal times can 
and should do more than conserve. The in- 
dividual wants to see his capital grow, not 
only by the additions he can make out of his 
savings but from the proper turnover of the 
capital itself. This we seek to accomplish 
by the authority to invest in equity securi- 
ties contained in our mingled funds and also 
by the further authorization to pay over only 
such income as in our best judgment we 
deem wise. 

In this latter way, in good times or bad, 
we are enabled to build up reserves out of 
income which help to increase the principal 
yalue of all the trusts in the fund. As time 
goes on these accretions to capital will result 
in a greater income so that the beneficiary 
will be doubly benefited. This policy is 
equally advantageous to the usual types of 
trusts. In fact this was one of the com- 
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pelling reasons for setting up City Farmers 
Fund (C), Ine, our plan for the mingling 
of trust assets, in the form of a corpora- 
tion. The New York law narrowly limits the 
accumulation of income in testamentary 
trusts, but a corporation may pay such divi- 
dends as it thinks wise or none at all. Hence, 
through the medium of Fund C we can ac- 
cumulate income for trusts which could not 
obtain this advantage otherwise. 


Future of Mingled Fund Movement 


I think I can confidently say that we have 
found that our mingled funds have greatly 
increased the efficiency with which we can 
perform our task of managing the property 
of others. We believe that in due course the 
idea will be widely adopted. As trust serv- 
ice develops banks will require composite 
funds in order to handle their increasing 
business and their business will increase be- 
cause they have such funds—because they 
are adding to their services a mechanism 
that will give sound results. I have dis- 
cussed this subject with over one hundred 
bankers in the past year and by a very great 
majority they concur in these views. 

That the plan has spread slowly is not sur- 
prising. The recent months have brought to 
most banks daily problems of such magni- 
tude that there has been no time or desire 
to give consideration to innovations in the 
trust department. In some states the banks 
have found the incidence of local taxation 
an insuperable barrier, at least without help- 
ful legislation. But as we all emerge from 
the present worries and difficulties, and start 
forward again with constructive effort and 
hope, we feel sure that mingled funds will 
no longer be a rarity and that all institu- 
tions adopting them will find that they will 
enable them to fulfill better than ever their 
responsibilities to their respective commu- 
nities. 
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AMORTIZATION AS APPLICABLE TO BOND INVESTMENTS 
IN TRUST ESTATES 


DISCUSSION OF THE SITUATION IN PENNSYLVANIA 


W. G. LITTLETON 
Vice-president, Fidelity-Philadelphia Trust Company 


(Eprtor’'s Nore: One of the mooted questions of fiduciary practice is that which, 
relates to amortization of premiums and the accumulation of discounts on bond invest- 
ments for trust estates as concerns the respective rights of life tenants and remainder- 


men. 
tion is not allowed. ) 


OME years since the question of amor- 
tization occupied a great deal of space 
in the trust company magazines. Fred- 

erick Vierling, vice-president and trust officer 
of the Mississippi Valley Trust Company of 
St. Louis, Missouri, paid particular attention 
to this subject and wrote several very in- 
teresting and informative articles upon it 
which appeared in Trust CoMPANIEs. In 
the St. Louis Law Review of December, 1922, 
Volume VIII, No. 1, there is also a considera- 
illus- 


tion of the question by Mr. Vierling, 
trated with tables showing the method of 
dealing with amortization of premiums and 
the accumulation of discounts so as properly 


to take care of both tenants for life and 


remaindermen. 


Amortization Not Permitted in Pennsylvania 

In Pennsylvania, however, amortization has 
never been permitted, the leading case being 
Boyer vs. Chauncey, 12 Superior Court Re- 
ports, 526. This case, while never taken to 
the Supreme Court, was approved by the 
final court of appeal in Penn Gaskell’s Es- 
tates, 208, Pa. 346. The opinion of the Su- 
perior Court in the Boyer case is very gen- 
eral, the real consideration of the case in 
detail being in the opinion of Judge Clement 
B. Penrose in the court below in which the 
Orphan’s Court judge stated the question and 
reviewed the cases, arriving at the conclusion 
that where a trustee has purchased a bond, 
for instance, for an estate, even though he 
has paid a considerable premium in addi- 
tion to the par of the bond in making the 
purchase, yet, nevertheless, the entire in- 
come arising from this investment must be 
paid to the life tenant and no part set aside 
to make good to principal the amount that 
will eventually be lost on the bond reaching 
maturity. 


Mr. Littleton discusses particularly the situation in Pennsylvania where amortiza- 


Quotation From Furness Estate Ruling 

Judge Penrose quoted from Furness’s Es- 
tate, 12 Phila., 130: 

“If the premium paid for investments is 
to be charged to income and not to prin- 
cipal, it must often happen that the persons 
entitled to the former will be left without 
means of support. Take the case of a pur- 
chase of city loan, now selling at $113, under 
a trust to pay income to a widow for life 
with the remainder to her children. If she 
should die within two years after the in- 
vestment, she would receive no income at 
all, and the securities would, perhaps, sell 
for as much as they cost. The party who 
is to receive income is not often consulted 
with regard to the mode of investment, and 
the amount paid in the way of premium is 
usually dependent upon other considerations 
than mere productiveness of income, e. g., 
the facility of transfer, ease of conversion 
into cash, ete., of more importance to the 
ultimate owner of the principal than to the 
recipient of the income, * * * 

“Upon what theory can a trustee be justi- 
fied in withholding part of the income to meet 
a distribution of principal which may not 
even take place at all? It would seem, in- 
deed, whatever may be the law elsewhere, 
that our statute forbidding accumulation ex- 
cept during an existing minority and for the 
benefit of the minor, effectually prevents this, 
for the withholding of any part of the income 
to create a fund to be applied to the restora- 
tion of principal comes directly within the 
ruling in Washington’s Estate, 75 Pa., 102, 
and the numerous cases which have followed 
i.” 

Citation From Massachusetts Case 


Judge Penrose then said: 
“A Massachusetts case, New England Trust 
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Co. vs. Eaton, 140 Mass., 532, is cited by the 
exceptant and relied upon as settling the 
question. The case was decided by a bare 
majority of the court, a dissenting opinion 
by Judge Holmes being concurred in by 
the Chief Justice and Judge Charles Allen; 
and the unsoundness, on principle, is demon- 
strated in a very able article published in 
34 Albany Law Journal, 144. But Massachu- 
setts decisions, even when unanimous, and 
English decisions in cases involwing questions 
between income and principal, as, for eaz- 
ample, Minot vs. Paine, 99 Mass., 101, Deland 
vs. Williams, 101., Mass., 571, in re Barton’s 
Trust, L. R. 5 Eq. Cas., 238, and Hooper vs. 
Rossiter, 1 McClel., 527, as against Earp’s 
Appeal, 368, etc., are unsafe guides for Penn- 
sylWwania lawyers; and until the Supreme 
Court of this State shall lay down a different 
rule, we will adhere to what we have already 
decided, especially as it is fully sustained 
by decisions elsewhere: Bergen vs. Valen- 
tine, 63 How., Pr. 221; Townsend vs. U. S. 
Trust Co., 3 Redf. 220; Matter of Pollock, 
3 Redf. 100; Whittemore vs. Beekman, 2 
Dem. 275; Hite vs. Hite, 20 S.W. Rep. 778. 
ss 

“The testator has directed that ‘the net 
income’, that is, the whole net income, shall 
be paid to his daughters for life, and he has 
relieved the trustees from liability for loss 
from investment in other than legal secur- 
ities. If in spite of all this, part of the in- 
come may be withheld, the daughters, the 
chief objects of his bounty, would be made 
to suffer in order to save the persons entitled 
at their deaths, whom he never knew, and for 
whom he could have no special solicitude. 
Even in Massachusetts, under these circum- 
stances, it would seem that the case would 
be decided in favor of the cestuis que trust. 
See Shaw vs. Cordis, 143 Mass., 443.” 


Supreme Court Approval 

The Supreme Court having approved this 
ruling in Penn Gaskell’s Estate, 208 Pa., 346, 
we are now faced with the ruling in Taylor’s 
Estate, 277 Pa., 518, that if a trustee re- 
ceives securities from his testator which are 
valued above par, and holds these securities 
to maturity, unless he can show unusual 
circumstances for his action, he will be sur- 
charged for the loss to the capital of the 
estate by reason of so holding the said se- 
curities. 

It may be seen, therefore, that with the 
cases cited against amortization, and with 
the ruling in Taylor’s Estate, in our State 
a trustee is in a most unfortunate situation. 
Had our rule allowed amortization, the Su- 
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preme court could have done nothing else 
but commend the trustee in Taylor’s estate 
for having kept the choicest and best bonds 
to be had, which comprised the estate, assur- 
ing the life tenant a certain and sufficient 
income, and at the time of the maturity of 
the bonds the premium would have been 
made up by small payments from income 
to principal from time to time, and no fault 
could have been found one way or the other. 

With the harsh rule against amortization, 
however, the trustee was nevertheless sur- 
charged the amount of the premiums which 
he had not been permitted to amortize. Yet 
due explanatory facts were present in Tay- 
lor’s estate, because during the period in 
which the premiums were highest it was 
almost impossible to secure mortgages on 
real estate, and then only at rates varying 
from four to four and one-half per cent, 
subject to the Pennsylvania tax of four 
mills, 


Situation Facing Pennsylvania Trustees 


The Court expressly ruled that the trustee 
had no power to invest in other than legal 
investments, although that was a very nar- 
row interpretation to take of the Taylor will, 
which seemed to indicate that the trustee’s 
discretion should be his guide in making in- 
vestments. To have sold the securities and 
received for the benefit of the remaindermen 
the premiums, would have been to put the 
estate on a non-income-producing basis and 
would have caused the suffering of Mr. Tay- 
lor’s daughter, who undoubtedly was the first 
object of his bounty. 

This situation is a real difficulty which 
faces trustees in Pennsylvania, particularly 
at the present time, when if one buys a bond 
the interest rate of which is fair, it will be 
necessary to pay a premium on the same. 
This difficulty may be relieved by the pro- 
visions of the proposed Constitutional amend- 
ment in regard to widening the classes of 
legal securities, providing the lines of invest- 
ment adopted by the State do not cause us 
to escape one danger only to run into an- 
other. 





Nine former directors of the Union Bank 
of Chicago have been elected to the board 
of the Chicago Bank of Commerce. The 
Union Bank was recently merged with the 
Bank of Commerce. 

Announcement has been made of the con- 
solidation of the Palmer National Bank and 
the American Bank & Trust Company of 
Danville, Ill. The new institution will be 
known as the Palmer-American National 
Bank. 
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TRIBUTE TO THE CHARACTER AND CAREER OF JOHN BELL LARNER 


A Life of Exceptional Service and Attainments 


The death of John Bell Larner, president 
of the Washington Loan & Trust Company 
of Washington, D. C., brings to close a career 
of unusual achievement, dedicated to high 
ideals of unselfish and helpful service in pri- 
vate as well as public spheres of activity. 
His pathway was graced with daily deeds of 
unaffected kindness because he placed human 
values far above those of the coin of the 
realm. He commanded not only the respect 
but the love of his associates and all who 
knew him. As a native son of Washington 
it may be said unreservedly that no man of 
his generation labored more zealously and 
efficiently to render cultural, civic and phil- 
anthropic advancement in the nation’s capi- 
tal an example to communities throughout 
the country. He was the embodiment of that 
spirit which has treasured the best commu- 
nal traditions of the capital city despite 
the constantly changing currents of its polit- 
ical life. 

As a trust company man the name of John 
GB. Larner will be enshrined among those stal- 
warts who, during the past half-century, have 
imparted to the structure of trust adminis- 
tration in this country its most enduring 
attributes of responsibility and faithful per- 
formance. He naturally gravitated into the 
trust field as his avocation, because of its 
appeal and varied opportunities for practi- 
eal and protective service. Those who have 
known Mr. Larner appreciate that he derived 
his greatest satisfactions as a trust company 
executive from the assurance of obligations 
to trust and banking clients dutifully per- 
formed. The fact that such policy of sub- 
merging motives of profit to quality in trust 
work brings its own rewards—which needs 
to be stressed at all times—is amply evi- 
denced in the success and growth of the in- 
stitution he guided. 

Mr. Larner translated the ideals of trust 
company service into actual, every-day ad- 
ministration. His concept of trust responsi- 
bility is indicated by the following quotation 
from one of his articles appearing in Trust 
COMPANIES, Wherein he said: 

“The ideal fiduciary should be _ proof 
against sickness, insanity, and other forms 
of disability, and death; should be capable 
of dealing expertly in all the various phases 
of human affairs, being equally potent and 








JOHN B. LARNER 


effective in a wide diversity of fields of en- 
deavor; should be unceasingly vigilant and 
in constant touch with all the changes and 
developments in every line of business which 
its duties encompass; and should possess a 
wide fund of knowledge gained by personal 
experience.” 

Mr. Larner’s considerate attitude toward 
his associates and employees is expressed in 
another article which appeared in the last 
issue of this publication, when he stated: 

“We must remember that we are all hu- 
man, and need help and encouragement, from 
the president down to the one holding the 
lowest position. A few words at the proper 
time may obviate difficulty and start the de- 
velopment of a latent talent which may be 
of untold usefulness, producing material for 
an executive of no mean order. Encourage 
study and recreation to the limit. Your of- 
ficial force is your business family. Give due 
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consideration to the worth and character of 
each and every employee, man or woman, re- 
membering that you have it in your power to 
exercise an influence for good, not only to 
your institution, but to the community in 
which you live.” 

The variety and scope of Mr, Larner’s ac- 
tivities in cultural, educational, civic and 
philanthropic affairs of the capital city are 
truly amazing and may be but briefly 
sketched in these pages. He was always 
among the first to respond to leadership and 
support for worthy community movements. 
As a scholar, author and linguist he was 
keenly devoted to educational advancement. 
He was chairman of the board of trustees 
and for many years active in the adminis- 
tration of the George Washington Univer- 
sity, from which he graduated and received 
the degrees of bachelor and doctor of laws. 
He was author of the English translation of 
Alexander Dumas’ “Life of Napoleon,” which 
-alled forth praise both in this country and 
abroad. He was most active in editing the 
annual volumes of records of the Columbia 
Historical Society. Preservation of many 
historical facts regarding the nation’s capi- 
tal are due to his diligent research. From 
1912 to 1919 he was a member of the Wash- 
ington Board of Education. 

Mr. Larner was born in Washington, Au- 
gust 3, 1858, the son of Noble D. and Anna 
M. (Keller) Larner. He was educated in 
the public schools and graduated from what 
is now known as the George Washington Uni- 
versity Law School in 1879. In 1886 he was 
admitted to practice of law before the United 
States Supreme Court. He specialized in the 
law of estates, wills and corporations and 
was one of the organizers of the Washington 
Loan & Trust Company in 1889. He became 
the general counsel of the company and in 
1907 was made a vice-president. In 1917 he 
was elected president, succeeding John Joy 
Edson, who was made chairman of the board. 
From its very beginning the Washington 
Loan & Trust Company has had a successful 
and growing career. Its facilities were 
broadened so as to embrace a broad field of 
banking, trust, savings, foreign exchange and 
various other departments. Mr. Larner lived 
to see the realization one of his dreams, 
namely the completion of a handsome new 
annex to the main office building which gives 
the company one of the most attractive and 
spacious banking homes in the capital. 

Mr. Larner was a former president of the 
District Bankers’ Association and was active 
in the affairs of the Trust Company Division 
of the American Bankers Association as a 
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member of the executive committee. He was 
a former vice-president and counsel of the 
Washington Board of Trade and gave effec- 
tive aid to many of the city’s business enter- 
prises. He was also president and counsel 
of the Home Plate Glass Insurance Company 
of Washington; vice-president of the Na- 
tional Union Insurance Company and of the 
Equitable Co-operative Building Association. 
He also served several years ago as treasurer 
of the Near East Relief Fund in Washington 
and after the World War was decorated by 
the Red Cross of Germany through the Ger- 
man Government for distinguished services. 

Mr. Larner was a devout churchman and 
one of the pillars of the New York Avenue 
Presbyterian Chureh, serving as _ president 
of the board of trustees up to the time of 
his death. He was also vice-president of 
the John Dickson Home; president of the 
Presbyterian Home for the Aged; president 
of the Washington Home for Foundlings; 
trustee of the endowment fund of the Ameri- 
can Red Cross and several years ago was 
elected a trustee of the Princeton Theologi- 
cal Seminary. Other activities included that 
of director of the Garfield Memorial Hospi- 
tal; trustee in the Community Chest; treas- 
urer Travelers’ Aid Society, treasurer of the 
Sons of the American Revolution and other 
organizations. Mr. Larner was also a mem- 
ber of most of the leading societies and clubs 
in Washington. He is survived by Mrs. Lar- 
ner and five daughters. 


The funeral services were attended by 
many notables in Washington community 
and political life. The Supreme Court 
of the District of Columbia and the various 
schools of the George Washington University 
were adjourned in his honor for the after- 
noon of the funeral. In addition to the twelve 
honorary pall bearers, a delegation of twelve 
bank presidents was appointed to represent 
the District of Columbia Bankers Associa- 
tion as follows: Corcoran Thom, presi- 
dent American Security & Trust Com- 
pany; William D. Hoover, president National 
Savings & Trust Company; George E. Flem- 
ing, vice-president Union Trust Company ; 
John Poole, president Federal-American Na- 
tional Bank & Trust Company; Robert V. 
Fleming, president Riggs National; Henry H. 
McKee, president National Capital Bank; 
George W. White, president National Metro- 
politan; Lanier P. McLachlen, president Me- 
Lachlen Banking Corporation; Victor B. Dey- 
ber, president Second National; Frank J. 
Stryker, president Columbia National, and 
Francis G. Addison, Jr., president Security 
Savings & Commercial. 
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A PROFESSION OF FAITH 

During his illness and but a short time 
before his death, November 9th, John B. 
Larner, president of the Washington Loan & 
Trust Company of Washington, D. C., gave 
expression to his deeply devout nature, in 
indicting the following poem: 


: 





| COMPLETE 
ALONE FIDUCIARY SERVICE 


Alone, all alone on the sad, wild sea, : . 
No sound—no thought pictures itself to me. th roughout Californ ta 


Wind and waves rise and sweep high o’er the 
main, 
I look, I look for a comforting strain. 
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Fa And yet, and yet, as the years hasten by, 

i I think, I think—to me all seems awry. 

No matter, no matter, my heart beats fast, 

My strength, my strength, holds—and the 
danger is past. 


Alive, alive in this sere, beaten place, 

My strength, my strength to me gathers 
apace. 

I love, I love this wondrous world of ours; 

Life, my life, is carried on by its hours. 
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So I live and live, with increasing faith, 
That His love, God’s love, will e’er make me 
safe. 
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Trusts are administered in 243 
California cities by Bank of 
America branches, under exper- 
ienced supervision by our Trust 
Departments in the metropoli- 
tan offices. 

You and your clients are as- 
sured complete, interested and 
individual service in any fidu- 
Ciary Capacity. 

For further information, you 
are invited to address our San 
Francisco or Los Angeles offices. 


Let me rest, safely rest on the shore of the 
sed, 


ROCIO NTO NSO LOMA 








While the good Lord sends His Blessings to 
me. 
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THE PLAINFIELD TRUST COMPANY 

The management of the Plainfield Trust 
Company of Plainfield, N. J., is evidently not 
worried or affected by business depression, 
judging from the unbroken record of prog- 
ress reflected in its financial statements. 
The latest report shows banking resources of 
$20,871,825 with deposits of $18,373,859; cap- 
ital, $650,000; surplus, $1,000,000, and undi- 
" vided profits, $671,144. The trust department 
e has been particularly busy with current and 
; new business, the property held in trust ag- 
gregating $25,384,062 in value. Senior offi- 
cers are: Harry H. Pond, president; Augus- 
4 tus V. Heely, Dewitt Hubbell and Arthur E. 
is Crone, vice-presidents; F. Irving Walsh, vice- 
president and secretary; H. Douglas Davis, 
vice-president and trust officer; Edwin M. 
Daniel, assistant vice-president. 
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s Bank of America} 
| National Trust & Savings Association § 
CALIFORNIA 


4 Bank of America National Trust & Savings - 
4 Association... a National Bank and Bank of & 
America. ..a California State Bank are identical 
in ownership and management...415 
offices in 243 California cities. 






















The Commercial Trust Company of Jer- 
sey City is negotiating to acquire the Jack- 
son Trust Company of that city and con- 
duct it as a branch. 
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. «+ manned by specialists in 


correspondent banking.” 


MAKE THE GUARDIAN YOUR CORRESPONDENT 
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GUARDIAN TRUST COMPANY 


RESOURCES MORE THAN $175,000,000 
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SOLUTION OF THE REAL ESTATE MORTGAGE PROBLEM 


NEED OF REORGANIZATION AND MANAGEMENT 


HOLMAN D. PETTIBONE 
President of the Chicago Title and Trust Company 


(Epitor’s Note: The recommendations proffered by Mr. Pettibone acquire timely 
interest in view of the project sponsored by President Hoover for the establishment of 
twelve mortgage discount banks, subject to the approval of Congress. The following is 
part of an address at the recent annual convention of the Mortgage Bankers Association 


of America.) 
N a time of distress, it has become the 
fashion to turn to the state or national 
government for aid. So now, in the real 
estate mortgage field, government is being 
asked to find a quick solution—a _ central 
bank; government supervision of some mort- 
gage pool; efforts to stimulate building as 
an aid to ending business depression—all of 
these have been suggested. 

Many people today desire less, rather than 
more, of government in business. The gov- 
ernment’s venture in the farm loan field has 
encountered serious difficulties. If lack of a 
standard of value causes difficulty in the 
farm loan field, what reason is there to sup- 
pose that there would be less difficulty in 
loans on urban properties? No—Until there 
is some better recognized measure of value, 
and a standard of management where that 
is an important factor, pooling under govern- 
ment supervision is not feasible. 


Regulations and Remedies 

Regulation in certain states is badly 
needed to expedite the remedies of a lender 
on real estate security when default occurs. 
It is entirely in order to require the licensing 
of brokers, and some progress can be made 
through securities commissions in the observ- 
ance of recognized standards of good busi- 
ness practice. It has yet to be demonstrated, 
however, that a securities commission, pass- 
ing on each individual real estate loan, is 
workable. If a certain mortgage loan is not 
sound, or is in default, government cannot 
come to the aid of the borrower. The fact 
that a borrower cannot presently obtain a 
new loan to pay off a matured mortgage is 
usually an indication that experienced lend- 
ers will not loan now the amount previously 
carried because of diminished value. 

There is plenty of institutional money 
available to meet present demands for loans 
of proper amounts. The chief difficulty is 
that borrowers want more than lenders are 


willing to put out. In many eases the best 
solution today is an extension of the debt 
for two years to afford a better opportunity 
to determine a stabilized value. The worst 
thing which could happen to the real estate 
situation today would be construction of 
buildings of the type which are now too 
numerous, such as residential, office, and 
store structures. Building activity on a 
large scale in these classifications must fol- 
low rather than precede a general business 
recovery. We all know that in the large 
centers there has been a certain amount of 
doubling-up of families. There are many 
persons who live in more modest quarters 
than has been their wont. 


Overstimulation of Building 


Let there be a definite recovery of general 
business, an improvement in the number of 
people employed—not necessarily in wages—, 
and within a few months a shortage might 
develop in residential facilities in preferred 
areas in large centers of population. If there 
should be an effort now to stimulate building 
of over-built types, it is obvious that the 
present buildings, with less than normal 
occupancy, and low rents, would immediately 
suffer from the competition of the new build- 
ings. If it should so happen that these new 
buildings could be erected for substantially 
less money than the old buildings, the com- 
petition and resultant difficulties of the old 
buildings would be intensified. There is now 
a substantial reduction in the cost of build- 
ing material. In some centers, however, 
there has as yet been no official reduction of 
wages in highly organized building trades. 
If as a part of a stimulated boom in build- 
ing there should now be a reduction in the 
cost of labor, the owners of the buildings 
now completed would suffer very severely 
from the completion of structures erected 
at substantially lower costs. 
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Progress Without Speed 

It is demonstrable in many cases that 
bondholders would be better off to take a 
new bond in reduced amount rather than 
to try to negotiate a loan on unfavorable 
terms in the present market. The fact, how- 
ever, is that so many bondholders received 
such a shock when default occurred that they 
have almost lost hope of receiving anything 
for their bonds. A payment, even of a small 
amount, rapidly changes the views of these 
persons, and is decidedly helpful in correct- 
ing their attitude towards their real estate 
investment. That, then, being the important 
point, the job of everybody interested in the 
mortgage field today is to assist in clearing 
away the mechanical debris of mortgage 
defaults. 

Everything should be done to put the title 
to the mortgaged real estate in permanent 
form. Let there be certainty in the owner- 
ship, so that each person knows exactly what 
he owns, and has the opportunity to learn 
from time to time what his investment is 
producing. Let arrangements be made for 
the suitable and continuing management of 
reorganized properties. Good managers will 
furnish promptly complete information about 
operating results, so that the scattered own- 
ers will not be dealing in entire ignorance of 
their properties. Present bondholders should 
be urged not to attempt to sell their de- 
faulted bonds ‘until this point has been 
reached. 

There is no wholesale solution. It is a 
matter of detail—careful, patient, construc- 
tive work, taking the properties one by one. 
In many cases, in connection with the plac- 
ing of a new loan, the mortgage banker may 
be paid something for his services. He may 
even be paid well. Whether he is paid or 
not, he can help clarify the situation, and 
at the same time make contacts with thou- 
sands of persons who for the first time have 
become real estate minded. 


The Local Mortgage Banker 

In some of the large cities, small commer- 
cial banks have heretofore carried on a 
considerable mortgage business in their re- 
spective communities. Who will take on that 
business? Is it to be some large centra! 
agency, or will the local mortgage banker 
resume his position of fifteen or twenty years 
ago, and specialize in the loans concerning 
which he is thoroughly informed? 

Now, assuming that a local mortgage 
banker has been re-established to negotiate 
loans with the borrower. Where will sales 
be made? Why should not mortgage houses 
in the same city, and even in different cities, 
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collaborate in syndicating the mortgage out- 
put? If this were done, would it not tend 
towards standardization of the mortgage loan 
business? If mortgage bankers will emulate 
large institutional lenders on real estate se- 
curity in the adoption of certain standards, 
we shall find ultimately a method of distri- 
bution based on a standard of value. With 
the mortgage banker lies the future of the 
mortgage business. Will you wait for some 
other agencies, governmental or private, to 
forge ahead, or will you lead the way? 

Some mortgage bankers have up to this 
time exhibited the ‘“I-told-you-so” attitude. 
Has it not occurred to those bankers that 
when their own loans come to maturity pres- 
ently, refinancing may be impossible because 
of the general attitude of investors? That 
is what is going on today with the issues of 
underwriters who have gone out of business. 
A few of these maturing issues will bring 
home to every mortgage banker the fact that 
unless all pull together to clear away the 
debris of defauited mortgages, there will be 
more trouble ahead. 


Reorganization of Properties 

There is, then, today, a great opportunity 
for the mortgage banker, in his own com- 
munity, to concern himself with any prop- 
erty upon which a mortgage is in default. 
Let him get actively into the situation; see 
that the property is reorganized, and that 
the new owner is recognized and established 
in the management. Once that has been 
accomplished for a given piece of property, 
it no longer presents a problem in the gen- 
eral situation. 

Urge holders of defaulted bonds to co- 
operate with proper committees, and to keep 
their investment until the mortgaged prop- 
erty is reorganized and on a sound earning 
basis. Assist actively in reorganizing prop- 
erty, thereby clearing away the debris which 
blocks the mortgage business. Assist in the 
adoption of uniform or better foreclosure 
laws. Don’t lay your problems at the door 
of government—solve them yourselves. Study 
thoroughly the errors made during the past 
ten years, to be certain of avoiding them in 
the future. In the discharge of these func- 
tions lies a great opportunity. 

fe ee ee 

All Ohio banks and trust companies are 
now subject to penalties for surrendering to 
any person any property of a deceased de- 
positor or safe deposit box holder, or for 
transferring any stock in the name of the 
decedent, without a release from the State 
Tax Commission. This is not a new law 
except for penalties now effective. 





PRIME REASONS FOR PUBLIC FAITH AND RELIANCE 
UPON TRUST COMPANY SERVICE 


AIDS IN SCIENTIFIC ESTATE-PLANNING, CONSERVATION, TAX SAVING AND 
WISE DISTRIBUTION 


L. H. ROSEBERRY 
Vice-president and Manager Trust Department, Security-First National Bank of Los Angeles 


(Epitor’s Note: The integrity and superior safety of trust company administration 
of estates and trusts are sufficiently confirmed by official and other indubitable records, 
especially covering the trying experiences and tests of the past two years. At the same 
time it is appropriate to give renewed and courageous emphasis to the qualities and 
advantages of trust services, particularly as regards wise estate planning, in view of 
unwarranted criticisms and propaganda which may be readily traced to certain elements 


in the legal profession. 


Such vindication of trust company administration is vigorously 


expressed in the paper presented by Mr. Roseberry at the recent Pacific Coast Trust Con- 
ference, the salient parts of which are presented herewith.) 


NE of the major objectives of this 

paper is to refute both the open and 

subtle charges and damaging propa- 
ganda now being widely made and circulated 
by certain people who either are mistaken in 
their premises or whose selfish interests are 
adversely affected by the economies which 
American trust companies are effecting for 
their customers. These companies and their 
trust officers are being charged with im- 
properly, or selfishly, advising or taking ad- 
vantage of opportunites afforded them in 
planning the disposition or retention, through 
wills and trusts, of the estates of their 
customers. 

It is a significant fact that although much 
of the helpful information which we are 
daily and freely giving the public has long 
been known to our critics, it remained for 
the American trust officer to release and ap- 
ply that helpful information to the purpose 
of alleviating some of the crushing costs and 
strangling legal procedure to which the prop- 
erties of our people are being increasingly 
subjected. The foremost thought of our 
leading trust officers today is to perfect 
plans to secure the greatest savings in estate 
administration and death taxes and to offer 
such plans freely and understandingly to all 
interested persons. 


Actuated Primarily by Motives of Service 

Through many years in the handling of all 
kinds of property, under numerous commit- 
ments, for the benefit of all classes and types, 


trust companies have gained a wealth of 
experience and knowledge probably un- 
equaled by any other profession, individual 


or business organization. The benefit of this 
experience and knowledge is now being 
cheerfully and freely given tu all who seek 
it. Special and expert personnel is now 
maintained by practically all the larger trust 
companies to confer with the public and 
render helpful assistance in estate planning. 
These companies are the major source to 
which persons may turn for aid in planning 
the business and financial features of their 
estates, and the responsibilities incident to 
this have been accepted by these companies. 

Successful businesses today are eliminating 
unnecessary costs in getting their products 
from manufacturers to consumer. Similarly, 
American trust institutions are assisting in 
the transfer of property from one generation 
to the next with the least costs and estate 
depletion. The success attending these 
efforts is doubtless the explanation for the 
growth of our trust business from compara- 
tive insignificance in 1900 to one of dominant 
importance today, even in the face of skepti- 
eal and often hostile criticism. It can be 
truthfully said, to the everlasting credit of 
our trust companies, that in suggesting plans 
for estate disposal and conservation they 
are actuated by motives primarily for the 
best interests of those they serve, and that 
frequently the plans suggested take away, 
rather than add to, their potential business 
and fees. 


Trust Costs and Estate Shrinkage 


Numerous questionnaire returns from our 
new business men have disclosed that the 
most common question asked by their pros- 
pects is regarding the subject of costs. There 
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is common and perhaps justifiable effort on 
the part of the public to go to extreme 
lengths to try to avoid probating their es- 
tates or to lower the increasing costs of pass- 
ing property by gift, especially is this true 
with respect to executor’s and attorney’s 
fees. The effort in this direction, however, 
is not as profitable in decreasing the total 
estate shrinkage as is attention to the more 
important item of cost. 


Most people will be surprised to learn that 
the average estate shrinks 18.09 per cent in 
probate. This was reported by the U. S. 
Treasury Department in a recent analysis of 
over 22,000 estates. Fees paid the executor 
and attorney in California seldom exceed 
2% per cent of the appraised value of the 
estate. It is in assisting the American pub- 
lic to decrease the remaining 15% per cent 
shrinkage that the American trust companies 
can render their greatest assistance in aid- 
ing the public by means of estate planning. 

People frequently select an inexperienced 
member of their family, or a friend, as ex- 
ecutor of their will, under the erroneous be- 
lief that a possible saving in executor’s fees 
will solve the problem of estate shrinkage. 
Such reasoning is generally short sighted. 
The greatest shrinkage comes in the settle- 
ment of debts, payment vf inheritance and 
Federal estate taxes, disposal of stale or 
frozen assets, forced sales in depression pe- 
riod markets, costly refinancing, errors in 
judgment of inexperienced executors or ad- 
ministrators, defalcations and embezzlements 
of funds, and lack of day to day attention 
to the financial problems of tne estate. If 
the testator could see the course of events in 
the handling of his estate with the same fore- 
sight afforded the experienced trust com- 
pany, many of these costly errors would be 
eliminated by proper will planning. Numer- 
ous estate costs can be decreased by the use 


of special holding and distribution plans 
known to trust men. 
The opportunities for decreasing estate 


shrinkage lie, mainly, in the nature of the 
property involved and the particular de- 
sires of the owner regarding its use and dis- 
position, but much can be accomplished by 
giving proper consideration to other features, 
such as: Making a will, using a clause dis- 
inheriting contestants, discouraging unjusti- 
fiable disinheritance of heirs, naming alter- 
nate legatees, using spendthrift clause, avoid- 
ing priority to specific bequests, using the 
testamentary trust, avoiding frozen charit- 
able bequests, conferring discretionary power 
on a responsible trustee, effecting savings in 
income, inheritance and Federal estate taxes, 
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and the use of a private or voluntary trust. 
This is the material which is used with such 
telling effect by the trust officer in estate 
planning. Let us see how it is done. 


Making a Will and Selection of Executor 

The act of making a will effects a decision 
by the testator on the subject of a qualified 
executor and, if necessary or desirable, a 
capable and responsible trustee. Probably no 
other consideration in will-making holds 
equal importance for the future welfare of 
one’s heirs as does the selection of the right 
fiduciary to execute it. This is particularly 
so if the testator is a father. The passing 
of the bread winner often leaves the depen- 
dents to subsist on an estate which will in- 
erease but little, if any. The realization by 
the widow that she and her children must 
depend upon the shrunken estate, shorn of 
the earned income of its founder, for the 
rest of their lives often tempts her to in- 
vest in high-yield or speculative securities, 
resulting in disasters with which we are all 
acquainted. 

Experience has fully demonstrated the wis- 
dom of incorporating certain protective 
clauses in wills, a striking example being one 
which disinherits will contestants. This 
clause has prevented many dissatisfied heirs 
from plunging estates into unjustified and 
expensive litigation. 

Under the stress of family disagreements 
or the shortcomings of a headstrong son or 
daughter, some people have hurriedly, and 
often unjustly, disinherited certain family 
members. Although it is not the policy of 
experienced trust men to interfere with the 
calm purpose of people in disposing of their 
property by will, they have seen so many in- 
stances of injustice and avoidable, expen- 
sive litigation ensuing because the testator 
made a hurried and vengeful will which prob- 
ably did not reflect his sober wishes, that 
they frequently render a grateful service by 
tactfully deferring the execution of the will 
to a calmer day or prevail upon the excited 
testator to reflect into it a more rational 
testamentary plan. 


Alternative Legatees and “‘Spendthrift”’ 
Clauses 

Trust officers often see the value of alter- 
native distribution clauses in wills and trusts 
in case the beneficiaries do not live to re- 
ceive distribution of their gifts. Through 
such clauses it is possible to pass property 
from one person to another without succes- 
sive probates. This is a typical way in which 
needless expense and delay can be properly 
overcome by wise estate planning. 
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The primary purpose in trusteeing property 
for others is to conserve it—prevent its loss 
through voluntary or involuntary acts of 
its beneficial owners. Therefore, the trust 
instrument should embody every legal safe- 
guard to accomplish this purpose. The 
“spendthrift” clause is the most potent of 
these safeguards. 


Avoiding Priority to Specific Bequests 

In these days of diminishing sale values 
of all kinds of property, great care must be 
exercised in providing for specific bequests. 
Few testators appreciate the practical differ- 
ences between specific, general, and residuary 
bequests, yet we have glaring instances where 
the family have been practically disinherited 
in favor of distant relatives, or even strang- 
ers, because the latter received in full their 
specific bequests while the former took the 
residue. The experienced trust officer so 
plans his customer’s will that the family will 
be provided for first. Upon the “residue” of 
the estate is placed the burden of the debts, 
death taxes, probate expenses, and gifts to 
others. If anybody's share is to be reduced, 
outsiders will come first instead of last. A 
failure to reflect this principle in estate plan- 
ning is apt to lead to disastrous consequences 
to the financial protection everyone tries to 
give to his closest dependents. This con- 
sideration commands special emphasis these 
troublesome days. 

People making wills often wrongly esti- 
mate the ability, and sometimes the desire, 
of their husbands or wives or children in 
the handling of property matters. It is not 
always necessary nor desirable that every 
will should have a trust in it. Many estates 
can best be entrusted wholly and directly to 
dependents and the services of a corporate 
fiduciary dispensed with both as executor and 
as trustee. However, many widows would 
be in a much better financial position today 
had their husbands skilfully planned their 
wills and entrusted execution thereof to a 
good trust company. True, if a trust is cre- 
ated in a will there are trustee’s fees to 
be considered, but with proper planning it 
is often possible to save in other costs an 
amount quite equal to, or even greater than, 
these fees. Successive probate on the same 
property is frequently eliminated, and inheri- 
tance and estate tax savings are nearly al- 
ways effected under these trusts. It takes 
only a few pyramided probates or losses in 
principal through poor management of an 
inexperienced owner to equal a decade of 
corporate trustee’s fees. 


BUSINESS 
LIFE INSURANCE 
TRUSTS 


By C. ALISON SCULLY 
Vice-president, Bank of Manhattan Trust Co. 


and FRANKLIN W. GANSE 
Mgr., Estate Protection Dept., Paul S. Clark 
Agency, Fohn Hancock Mutual Life Insurance Co. 


Here is the only book to discuss authoritatively 
the use of life insurance to preserve stability in 
business organizations regardless of successive 
changes in ownership or management. The sub- 
ject is treated from the point of view of the trust 
company, the business man and his organization, 
and the insurance underwriters, and it covers all 
aspects of the services, establishment, promotion 
and administration of insurance trusts. Trust 
company officials will find this a thoroughly com- 
prehensive and practical book. $2.50. 


This is an Appleton Book 


Address: 
TRUST COMPANIES BOOK DEPARTMENT 
55 Liberty Street, New York 





Discretionary Trusts 

Many thoughtful men and women fear that 
if they leave outright a substantial part of 
their estates to their sons and daughters that 
the thus easily obtained wealth may do their 
children more harm than good, so they are 
really eager for information to solve this 
problem. It may be nicely solved through 
the medium of a trust vesting certain discre- 
tionary powers in the trustee. Such dis- 
cretionary powers may be exercised in meas- 
uring the amounts of income or principal 
which may be distributed to or used to edu- 
cate or maintain children or care for them 
during illness or other emergencies. One 
testator thinks that his son should have his 
estate after reaching majority only if he is 
able to earn $300 per month for 24 con- 
secutive months. Another is willing a child 
should have an extra sum upon marriage. 
Many trust plans are now in operation which 
lend elasticity to the use of a parent’s es- 
tate that will stimulate, rather than demoral- 
ize, a child’s ambition. 


Contrary to uninformed opinion and hos- 
tile criticism, enlarged powers and discre- 
tions are a distinct advantage to beneficiaries 
and impose increased responsibilities upon 
trustees. For one thing, they avoid the ne- 
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cessity of going to court for authority to do 
things out of the ordinary. The necessity 
of getting judicial sanction for business de- 
cisions which a well-officered and modernly 
organized corporate executor is probably 
more capable of correctly determining than 
courts, makes for a cumbersome and expen- 
sive administration. We are willing to as- 
sume broad powers, both as executor and 
trustee, even though they carry additional 
responsibilities and increased duties, for we 
are thus enabled to give better administration 
to our trusts. 

These are times that require the widest 
powers to cope with unforseen and unique 
business and economic situations. The abil- 
ity of the modern trust company to accept 
and discharge these increased responsibili- 
ties, coupled with their large capital re- 


sources and seasoned organizations, provides 
a guarantee for the faithful performance of 
their trusts not equalled by any other cor- 
porate or public agency or individual. 


Avoiding Obsolete Charitable Bequests 

People who are interested in fostering 
worthy charitable, religious or educational 
objects or institutions, feel that they have 
properly accomplished their desires if they 
merely have a certain part of their estates 
pass to these organizations through their 
wills. However, with the rapid changes in 
modern day life, today’s needs may not be 
tomorrow’s. If the charity, religion or in- 
stitution does not continue in perpetuity, 
the benefactor’s purpose may become obso- 
lete and the funds useless. 


Community foundations, under trust com- 
pany management, offer a legal solution to 
the problem of public gifts by permitting 
society to benefit from them in perpetuity 
and according to its changing needs, after 
they have fulfilled the donor’s original pur- 
poses. Their important feature is that the 
funds left in them do not become frozen and 
useless if the first beneficiary has no further 
need for help or ceases to exist. The com- 
munity foundation as originated and admin- 
istered by the American trust company is an 
original and satisfactory answer to the com: 
plex problem of public giving. 


Tax Prevention 

With the increasing number and severity 
of our tax laws, one of the most important 
and recent services trust companies are ren- 
dering to the public is the planning of legal 
and perfectly practical ways in which prop- 
erty may be managed and eventually dis- 
tributed after death of the owner, with a 
substantial reduction in, or even a complete 
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prevention of, death taxes. It is quite 
ethical for one to avail himself of lawful 
methods of effecting tax economies or even 
total tax prevention. The courts have re- 
peatedly approved such methods, and taxing 
officials accept them. They are in no legal or 
moral sense tax evasions, and they do reduce, 
to a large extent, ruinous ‘shrinkage in es- 
tates. 

These plans have to do with three classes 
of taxes—income, inheritance and federal es- 
tate. Let us see how the experienced and 
skillful trust officer applies them and the 
results he obtains. 


Income Tax Savings 

Income taxes can frequently be reduced 
by the use of the “living” or “voluntary” 
trust. Recently we conferred with a man 
worth approximately $1,500,000, with an an- 
nual taxable income of about $75,000. Act- 
ing upon our advice, he created with. us two 
equal and irrevocable trusts, the income from 
one to go to himself and from the other to his 
wife. At their respective deaths, the prin- 
cipal of each trust is to go equally to a son 
and daughter. By the adoption of this simple 
device, he now annually save over $3,000 of 
the $7,000 income taxes which he had there- 
tofore been paying. By carrying out the 
same theory a step further and creating four 
trusts, splitting the income among the four 
persons named and obtaining four exemp- 
tions, the total income tax could have been 
further reduced to approximately $500. The 
fact that the trustor will save an additional 
$31,660 in probate costs (a living trust can 
be and usually is so framed that the property 
under it does not go through probate upon 
the death of the trustor), is another sub- 
stantial economy which was not known to 
him until he conferred with us. 

It is not necessary, or even desirable, that 
all estates be probated, although people are 
not always advised of this even by their 
own counsel. It remained for American 
trust officers to take the lead and point out 
the instances and perfect the plans under 
which estates could be saved this cost and 
delay in passing them to others upon the 
death of the original owner. The leading 
trust companies have a fixed policy and con- 
sider it their primary duty to serve the pub- 
lic in every way which has been revealed to 
them through the course of years in dealing 
with thousands of estates of living and dead 
persons. We are simplifying this service and 
removing all the mystery and misunder- 
standing which has encompassed it. 

Inheritance tax savings are obtainable for 
an estate if its disposition is planned (a) to 
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take advantage of legal tax exemptions, (b) 
to create a number of taxable units so that 
the lower rates are applicable, and (c) to 
avoid a large part of the tax on property 
passing to the surviving spouse. The use 
of the testamentary trust opens another 
avenue for the decrease of inheritance taxes. 

The Federal estate tax is imposed by the 
Federal Government upon the right to dis- 
pose of property at death, in contrast to an 
inheritance tax which is impused upon the 
right to succeed to it. The Federal estate 
tax is levied upon the net value of the estate 
above $100,000, regardless of the number or 
relationship of the persons who inherit it. 
Estate tax savings are possible only when the 
right of enjoyment of the property is per- 
manently passed to others by grant and not 
by will. Under certain skillfully worked out 
plans property and various interests in it 
may be permanently transferred with little 
inconvenience to the donor and with decided 
tax economies. 

Safety Record of Corporate Fiduciaries 

While much can be saved in death duties 
through the use of wills and testamentary 
trusts, the greatest savings are obtainable 
through the use of the “living” trust, es- 
pecially when the estates are large. Once 
the attention of wealthy persons can be en- 
gaged, there is little difficulty of convinc- 
ing them of the value of a trust formation 
suited to their needs, for the tax and other 
economies possible of achievement are merely 
a matter of figures. 

While it may not be difficult to convince 
open-minded persons of the value to them of 
a well planned will or trust, it is also often 
necessary to show them the superiority of 
the corporate over the individual trustee. 
The most convincing contrast is their com- 
parative records as fiduciaries. There can 
be no question but that the corporate fidu- 
ciary is a safer custodian of property than 
individuals, for the former is 100 per cent 
safe. The investment policies and facilities 
of the trust companies are likewise superior. 
These two features are of even greater im- 
portance to the public in making estate plans 
than are the tax economies which are ob- 
tainable. If the public is not fully informed 
of trust company investment policy and how 
these companies have carried their billions 
of trust securities through the present period 
of declining market values, as well as the 
safety which surrounds this -property, we 
have only partially told our story. 

Under the stress of the present business 
depression, trust company investment policy 
and property management have been sub- 
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jected to an acid test. With the Dow-Jones 
industrial average dropping from 381 in Sep- 
tember 1929 to a low of 86 on Oct. 5, 1931, the 
individual investor’s capital would have suf- 
fered a 77 per cent decline. While there 
are no authoritative and comparative figures 
available, it can perhaps be safely said that 
the shrinkage in value of securieties in cor- 
porate trust assets has been much less than 
in the securities of the average individual. 
This is explainable by reason of trust com- 
pany policy in trust investment to give safety 
of principal first consideration and rate of 
income second. Most of the American trust 
companies shun speculative securities for 
their trusts unless they are either directed 
or required to purchase them. 


Bank Failures Have Not Affected Their 
Trust Funds 


The past year has witnessed an unfor- 
tunate number of small bank failures, but 
in few cases have trust departments been 
involved, and, when they were, practically 
no loss has been suffered by the beneficiaries 
of their trusts. Good laws and sound corpor- 
ate trust policy and management have car- 
ried trust funds safely through these trouble- 
some times and perilous failures. The en- 
joyable record of trust companies in Cali- 
fornia is no better than those elsewhere. It’s 
100 per cent safe. 

Apropos of this, Mr. Edward Rainy, Super- 
intendent of Banks in California, recently 
wrote us as follows: 

“March 31, 1931. 
Security-First National Bank of Los Angeles, 
Los Angeles, Cal. 
Gentlemen : 

Your inquiry as to whether the records of 
this department show any losses to bene- 
ficiaries of trust or estate funds handled by 
trust companies or organizations, as trustees 
or executors or in any other capacity, due to 
failure or malfeasance, affords me the pleas- 
ure of replying that no such loss has occurred 
in California under the present banking law, 
which went into effect January 1, 1909. 
There is but one bank in liquidation at this 
time involving a trust department and I am 
happy to say that obligations of that depart- 
ment have already been completely dis- 
charged with the full payment of 100 per 
cent on all trusts. 

(Signed) Epwarp RaAIny, 
Superintendent of Banks.” 


Estate Planning 
The rapid growth of American trust com- 
panies is due, possibly, as much to the as- 
sistance which we are able to render persons 
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planning the human, business and financial 
phases of their estates as it is to the fine 
record of service and safety which we have 
established in handling property for others. 

This thing we call estate planning is prob- 
ably the most modern and constructive thing 
in trust company thought. In reality there 
is little new in it. Its virtue lies in assem- 
bling and skillfully applying to specific cases 
the accumulated experience and up-to-date 
knowledge of trust officers in tax, business 
and human problems. It is encumbent upon 
all trust officers to be familiar with the 
genius and technique of this work. The 
equipment for the service is an authoritative 
knowledge of current law and judicial deci- 
sions dealing with taxation in all its phases, 
a sympathetie and keen insight into the per- 
sonal problems confronting each customer 
whose estate is under analysis, an ability to 
avoid the errors and mistakes of others in 
similar instances, a wealth of experience and 
intelligent reaction to the worthy desires 
of property owners and the just rights of 
people who are to succeed them. 


Enlisting Service of Skilled and Efficient 
Lawyers 

The foregoing discussion was intended 
primarily to point out the field that must be 
surveyed and applied to each estate that is 
analyzed for efficient and economic dispo- 
sition. In this work the service of a skilled 
and successful lawyer shouia we used. The 
trust officer alone should not carry these 
plans to consumation but he should correlate 
his genius with the technical legal training 
of a sympathetic and able lawyer. This 
combination should be able to perfect plans 
for the administration and disposition of 
estates of our people in a manner which will 
definitely serve the best interests of the 
public. 

Trust companies are business institutions, 
quasi-public in character, with continuous 
existence, rendering a service to people at 
times and for purposes not paralleled by 
any other type of business institution, or- 
ganized public agencies, or experienced in- 
dividuals. It is distinctly in the public in- 
terest that some business instrumentality, 
intelligently directed, well manned, publicly 
supervised, and with adequate capital and 
responsibility, shall be available to execute 
highly confidential and responsible commis- 
sions in handling property, in large and 
small amounts, for persons who may be un- 
trained, legally disqualified, or otherwise in 
need of such help. 

With the opportunity of inspecting the di- 
verse estates of people and securing much 
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confidential information about the personal 
and family affairs of their patrons, goes the 
solemn responsibility of keeping faith with 
this trust and of assisting these people in 
their estate planning that the best and most 
constructive results may be obtained for 
those who are dependent upon them; and 
the American trust officers have, in the main, 
faithfully and successfully met and dis- 
charged this responsibility. That the public 
is responsive to this service is shown by the 
increasing confidence which it is placing in 
these public-serving institutions. 


o, 2° 9, 
Se ae a 


MAJOR PROBLEMS CONFRONTING 
TRUST COMPANIES 

In announcing the date of the thirteenth 
annual Mid-Winter Trust Conference of the 
Trust Division, American Bankers Associa- 
tion, which will be held in New York at the 
Hotel Commodore, February 16th, 17th and 
18th, Thomas C. Hennings, president of the 
Division and vice-president of the Mercan- 
tile-Commerce Bank & Trust Company of St. 
Louis, directed attention to some of the ma- 
jor problems engaging the attention of trust 
companies and banks with trust departments. 
He said: 

“IT feel that there are two great problems 
for consideration during the coming year 
which must be met. One is that of the in- 
vestment of trust funds. Trust institutions 
will find ample work during the next year or 
two in handling trust funds which have been 
placed in their care. Periodic reviews of 
securities held in trust accounts will be fre- 
quent and searching. The manner of invest- 
ment and review is a subject which can be 
considered by the conference with profit. 

“Another problem is an old one, arising 
from the differences of opinion between two 
sets of lawyers, on one hand the staff lawyers 
representing trust companies, and on the oth- 
er the lawyers who do not represent trust 
companies, as to the limitation of the proper 
sphere of legal activities in the fiduciary 
field.” 





More than 52,000,000 people in the United 
States, or more than half the entire popula- 
tion above the age of ten, have savings ac- 
counts in banks, and the total volume of 
their savings deposits is more than $29,000,- 
000,000. 

Over 7,300 persons have borrowed $1,800,- 
000 under the personal loan plan conducted 
by the First Wisconsin National Bank of 
Milwaukee, since it was established in Oc- 
tober, 1928. The average loan on the books 
today is for $242. 





TECHNIQUE OF PERSONAL TRUST SOLICITATION 


EFFECTIVE METHODS OF APPROACH AND CONTACT AS TAUGHT BY 
ACTUAL EXPERIENCE 


M. E. WATKINS 
Vice-president, Macomb County Trust Company, Mount Clemens, Mich. 


(Epiror’s NOTE: 


There is no mystery or special gift of genius required for success- 


ful personal solicitation of trust business. Mr. Watkins discusses the subject in straight- 
forward fashion, bringing in his own experiences in building up the trust department of 
the institution with which he is associated and also as a former trust solicitor of the 


Union Trust Company of Detroit. 


The following are some of the salient points in his 


address at the recent Mid-Continent Trust Conference.) 


ET us suppose that a new trust depart- 
ment has been opened. The offices are 
filled with friends, handshakers and 

well-wishers. The place is permeated with 
the fragrance of friendly flowers. ‘Then 
comes the end of a thrilling day and the 
officers are faced with the problem of how 
to turn prospects into profits. In other words, 
how can the idea of trust service be sold to 
the public. The answer to this problem is 
a successful campaign directed by the offi- 
cers and carried out by individual solicitors. 

After the advertising, after letters from 
the president, after the radio talks and all 
means of publicity have prepared the soil and 
sown the seeds and cultivated the crop, there 
still remains something to be done. Some- 
one must harvest the grain or it will wither 
and waste in the field. This is the task for 
the personal solicitor. He must in some 
manner come into personal contact with peo- 
ple whose business the trust company de- 
sires and who now, and whose dependents 
in the future, will need the services of a 
corporate fiduciary. 


Qualifications of Trust Solicitors 
It is easier to lay out a plan for solicita- 
tion than it is to find men available for the 


successful performance of this task. The 
qualifications for a first-class trust solicitor 
should be in every way as high as the quali- 
fications for a trust officer. Here are some 
of the qualifications up to which a good 
solicitor must measure: 

1: He should be law trained. It is not 
necessary that he shall have practiced law. 
This is important because in almost every 
interview, some question will arise concern- 
ing the law of wills, estates or trusts. If 
the solicitor cannot answer these questions 
in a manner entirely satisfactory to the 


prospect, the effectiveness of his sales talk 
will be lost. 

2: He should be a reasonably good speak- 
er, able to talk effectively to an individual 
and with force before an audience. 

3: He should be a judge of human nature 
so that he may quickly discern what paths 
to follow and also when to dodge the dan- 
gerous places. 

4: He must have full confidence in his own 
knowledge of his business and must be able 
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to inspire confidence both in himself and in 
the institution which he represents, and this 
must be done within thirty minutes or less. 
He should have before him constantly this 
motto: “He who thinks he can’t is right 
about it,” and until he knows that he can, 
he will be handicapped and will flounder 
in his efforts. 

5: He must be industrious. No time-clock- 
puncher will give satisfactory results as a 
personal solicitor. If you will pardon a 
personal reference, let me say that as a trust 
solicitor, I have made calls on prospects as 
early as 8 o’clock in the morning and as 
late as 11 o’clock in the evening and I had 
a lot of fun doing it. 

6: He should be a man at least thirty 
years of age. No mere beardless boy can 
expect to have men of wealth and achieve- 
ment pour forth to him the innermost prob- 
lems of their lives and the sacred plans for 
their families when they are gone. 

7: He must possess loyalty. He should be 
absolutely sold on the institution which he 
represents and whether it be large or small 
he should be firmly convinced that no similar 
institution under the sun can give better 
service than his own. He must think about 
his institution day and night, must be ready 
at all times to sing its praises in a dignified 
yet convincing manner. Its welfare should 
be upon his mind during all his wakeful 
hours and should even haunt his dreams. 
Unless he has this feeling of deep and com- 
pelling loyalty, he cannot hope to convince 
others of the merits of the service which he 
sells. 

8: He must be neat in personal appear- 
ance. No shabby, unshaven, solicitor will 
likely command the attention and respect 
of men whose trust business is desirable. 

9: He must be filled with enthusiasm. He 
must actually feel that every piece or closed 
trust business is a personal achievement, that 
day by day he is contributing to the up- 
lift of society. He must feel sure that no 
man’s services are of more ultimate impor- 
tance to the world in which he lives than his 
own. He must enjoy his work as much 
as though it were play. If he is not fairly 
thrilled with the accomplishment of his du- 
ties, then he might as well seek work in 
other fields. 

10: He must be fair. That is he should 
never knock a competitor. He is selling the 
principle of trust service and should stand 
firmly by the position that all trust com- 
panies are able, honorable, human and effi- 
cient. 

This is truly a high standard and only a 
few men can be found who will measure up 
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to it, but trust business is serious business 
and the finding of such a man will be well- 
worth the effort of the search. 


Approach in Soliciting Trust Prospects 


The approach is very important. If the 
president has written a letter to a given list 
of prospects, the approach should be as fol- 
lows: “Mr. Prospect: Mr. Blair of the Union 
Trust Company has asked me to call on you 
and to tell you about our trust service.” If 
the name has been taken from a list of cus- 
tomers of other departments of the bank, 
the interview should begin as follows: “Mr. 
Prospect: I am Mr. A from the X Trust 
Company. I came to tell you how much we 
appreciate your business and also to explain 
to you some of the services which are ren- 
dered by our trust department.” If the lead 
should come, as it frequently does, from a 
life underwriter, then the approach should 
be as follows: “Mr. Prospect: I am Mr. A 
of the X Trust Company. Mr. Y of the Z 
Insurance Company has asked me to come 
out and explain to you about life insurance 
trusts.” 

The approach is a delicate and important 
step in personal solicitation. This applies 
whether the approach is made by a full- 
time trust solicitor or by an officer. I can 
illustrate the wrong approach by a story. 
One evening in Virginia many years ago, a 
solemn-visaged circuit rider was driving by 
horse and buggy through the mountains. Just 
as the shadows of evening were falling, he 
overtook a pedestrian whom he invited to 
ride. After traveling some distance without 
having spoken, the preacher turned suddenly 
to his companion and in a yoice cold as the 
heart of an iceberg, said, “Sir, are you pre- 
pared to die?’ Needless to say, the poor 
man jumped from the buggy and ran for his 
life. It is not advisable to stop a prospect 
suddenly and say eagerly, “Have you made 
your will?’ He may think you have heard 
bad news about his health. A good approach, 
particularly by an officer, would be some- 
thing like this: John Faithful, an old cus- 
tomer, comes into the bank. The officer in- 
vites him into his office and, when the door 
has been closed and cigars have been lighted, 
he says, “John, you are one of our old cus- 
tomers. We appreciate your business and 
know that you appreciate our help when the 
sledding has been tough. We have helped to 
pilot you through the fat years of prosperity 
and have tided you over the lean years of 
depression. I think you will agree, John, 
that we know more about your affairs than 
any individual could possibly know, and if 
something should happen to you, we would be 
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in better position than any one to assist 
your family in the management of the splen- 
did estate which your thrift has created. 
What I am getting at, John, is this: You 
should make your will and name our com- 
pany as executor. You may name your wife 
or son, if you think best, to act with us. In 
the drafting of this will, while you are liv- 
ing, we can help you to plan the manage- 
ment of your auairs for a long time ahead. 
We sometimes call this “The Judgment Pro- 
jection Plan,” because by this arrangement, 
worked out with our help, you will be able 
to project your good judgment for many 
years into the future for the benefit of those 
who are near and dear to you.” 

This approach will usually result in busi- 
ness; a phone call to John’s attorney and the 
business is yours. 


Answering Objections 

The solicitor should never argue with the 
prospect. He must at all times keep him 
in a pleasant frame of mind. 

If the prospect says that his wife is 2 
good business woman and could ably man- 
age his estate, the solicitor might well reply: 
“That’s very nice of you, Mr. Prospect, to 
pay such a fine compliment to Mrs. Prospect. 
but in these days of high finance, even the 
ablest men are unequal to the task of con- 


serving their own estates. According to 
newspaper reports, J. Ogden Armour, a mas- 
ter manipulator of multiplied millions, born 
in the lap of luxury and reared in the arms 
of opportunity, who daily matched wits with 
the sharpest financial brains of the civilized 
world, who knew all of the tricks of the 
trade in five continents, a man who amassed 
a fortune of $200,000,000, lost all of his vast 
wealth in a few ill-advised ventures. It is 
also reported by no less an authority than 
Arthur Brisbane, that the great Dr. Lowell, 
president of Harvard University, was recent- 
ly swindled out of some $70,000 in a single 
deal. Really, Mr. Prospect, if these and 
other leading men of the country lose for- 
tunes, it is no reflection on Mrs. Prospect’s 
ability to suggest that if she be left without 
some sound financial advisor she also might 
lose the estate which represents your life 
work and the future comfort and happiness 
of your family. 

The resourceful solicitor will be able at 
all times and under all circumstances to keep 
the prospect in the proper mental attitude 
and will have an interesting human interest 
illustration to offset pleasantly but effectively 
any objection likely to be raised. I know of 
no better way of picturing the technique of 
personal solicitation than to relate a few 
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actual personal experiences, which really oc- 
curred right out in the field of action. 


Types of Solicitation 

There are two general kinds of solicitation, 
inside and outside. Inside solicitation is that 
carried on among the officers, directors and 
stockholders. This is important, but far more 
important is the outside solicitation, that is, 
solicitation out among the general public. A 
good trust solicitor will get acquainted with 
life underwriters, attorneys and other busi- 
ness men. He will take them to lunch. Play 
golf with them, if time permits, or even go 
fishing with some of them. He will take 
some part in church work and club work 
and will make public talks whenever oppor- 
tunity presents itself. He will spread good 
will everywhere, and some of these newly- 
made friends will not only give him their 
own business, but will recommend his com- 
pany to their friends simply because they 
like the solicitor. 

If he makes the acquaintance of real es- 


tate men they will become the source of 


property management agreements and land 
contract collections. If he cultivates the cer- 
tified public accountants they will recom- 
mend the trust company to their clients for 
receiverships, fiscal accounts, depository 
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agreements and business insurance trusts. He 
should be close to the members of the clergy 
because they are often called on at critical 
times for advice about material as well as 
spiritual matters. He should fraternize with 
the doctors because they meet the family at 
a time when they are thinking about the 
selection of an administrator and they see 
their patients when they are thinking about 
the final disposition of their worldly goods. 


Two Schools of Thought 

There are two general schools of thought 
on the technique of trust solicitation and the 
direction of trust solicitors. One school, the 
newer, conducts classes for training its solici- 
tors, pays them a small salary and a commis- 
sion on business procured. The other school, 
the older, hires men and women already 
trained, pays them a good salary, gives them 
an annual quota and then holds them re- 
sponsible for production. In other words, 
the head of the new business department 
procures competent people and then places on 
them such responsibility as leads them to 
feel that he has full confidence in their 
ability to produce business. 

Personally, I prefer the old school, the 
plan used by the leading trust companies in 
Detroit at the time when I was a solicitor 
there. My opinion, of course, might be biased 
by the fact that I have not experimented 
with the plan of the new school. I prefer 
the old school because I know it gets results. 
I know that it works efficiently because we 
are following it in Mount Clemens with the 
result that at the end of the first eighteen 
months of operation our own company had 
paid all expenses of organization, equipment 
and all other expenses and showed a nice un- 
divided profit all paid out of earnings, and 
today we are getting a very satisfactory busi- 
ness. We are in a highly liquid condition and 
in spite of the much-talked-about depression 
are actually making money. 
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PROPOSALS FOR FEDERAL RE- 
SERVE CHANGES INDEFINITE 


GEORGE J. SEAY 

Governor, Federal Reserve Bank, Richmond, Va. 

Hearings before the Glass Committee re- 
garding the broadening of the provisions of 
the Federal Reserve Act governing eligible 
paper, have covered a good deal of ground 
in this connection. The various suggestions 
which have appeared in the press recently 
are rather indefinite, and so far as I know, 
not sponsored by anybody high in banking 
circles, at least in the form in which the 
suggestions have appeared. 

































EO ea ai aS) ol CLS 









Titi 


EMERGING FROM DEFLATION UPON STRONGER AND 
FIRMER GROUND 


J. H. BACHELLER 
President, Fidelity Union Trust Company, Newark, N. J. 


STUDY of the various panics through 

which this country has passed and 

particularly in the panics of 1873 and 
1893 show the fact that these panics and 
periods of depression are primarily caused 
by extravagance, speculation and inflation 
and experience has demonstrated that the 
only way these failings of ours can be cured 
is through such a period aS we are now 
passing. We hear often expressed that the 
depression through which we are passing is 
the worst in the history of our country. 

In reading accounts of the different panics 
or depressions through which we have passed 
and particularly the depressions of 1873 and 
1893, we find the same happenings then as 
are occurring now, failures of all kinds, many 
of them of more importance than are oc- 
curring today; railroads unable to earn the 
interest on their bonds; bankruptcies; un- 
employment—everything that is happening 
today, happened then. It may seem to us 
worse because it is present with us and we 
have lost the direct touch with the depres- 
sions of earlier days, but so far as I have 
been able to gather from a careful reading 
of the panics or depressions of the past, the 
one through which we are now passing is no 
worse or. no different than the ones of the 
past. 


Through all these depressions, we emerged 
a bigger and richer country which gave more 


happiness and prosperity to all. I will admit 
that it requires a stout heart to keep opti- 
mistic at this time, but after all there is no 
use disguising the fact that we are ourselves 
to blame for conditions that confront us now. 
As has been rather plainly put, we were on 
a drunken orgy of spending and living dur- 
ing the years of 1928 and 1929. Everybody 
was spending freely and more than they 
could afford. Prices of all things, securities, 
commodities, labor, ete., were the highest in 
the history of our country. There seemed to 
be no end to the prosperous times. 

Some of us who had a little conservatism 
left and who rather anxiously said that we 
were due for a fall, were told that we lived 


in the past and a different era was with us 
and that the conditions which prevailed then 
would continue many years to come. So in 
the old days lived Rome and due to the con- 
tinued lack of any moral force or moral 
restraint, Rome fell. Not so this country. 
This country is too great, too much governed 
by reason and common sense to prolong the 
orgy until it was too late. 

As a drunken orgy is ofttimes checked in 
time, so in the fall of 1929, the orgy of living 
and spending and high prices received a 
check and from that time to this day, we 
have been going through a deflation period. 
As in the latter part of 1929, when values 
were raised to a fictitious height and the 
high prices were beyond warrant, so today 
the pendulum has swung the other way and 
we are now in a period where prices have 
gone so low that in the case of securities and 
certain commodities they are below their 
actual values. 

I have so great faith in our country that 
I believe from now on, due to the experience 
through which we have passed during the 
last two years, we will emerge from the 
depression with a sounder and saner degree 
of life. If we, through this experience, are 
able to keep our feet on the ground, the 
prosperity which is bound to come will be 
more stable and sound and more lasting than 
any prosperous days of time gone by.—(H2- 
tracts from recent address before the Adver- 
tising Club of Newark, N. J.) 

Ro de 

Directors of the Hibernia Trust Company 
and the Liberty National Bank & Trust Com- 
pany of New York, have approved merger 
plans through an exchange of stock. Com- 
bined resources amount to $36,000,000. 

George R. Cooke has been elected a direc- 
tor of the Guardian Detroit Union Group, 
Inc. Mr. Cooke is president of the Detroit & 
Canada Tunnel Company. 

Walter E. Rahel, vice-president of the 
Terre Haute Trust Company at Terre Haute, 
Ind., has been chosen president, succeeding 
the late J. A. Cooper. 
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Trust funds of whatsoever nature in closed 
banks are to be treated as preferred claims, 
according to a recent order from Judge 
James C. Oglevee of the Common Pleas 
Court of Carroll County, Ohio, in response 
to a letter of inquiry and instructions from 
the State Superintendent of Banks, Ira J. 
Fulton of Ohio. This decision answers the 
question raised in the Supreme Court re- 
cently when that court sent the question 
back to the Common Pleas Courts of the 
state for decision on similar issues raised by 
Toledo cases. Judge Oglevee’s decision was 
based on a case arising in Carrollton. 

Superintendent Fulton, in connection with 
the liquidation of the Cummings Trust Com- 
pany, asked Judge Oglevee for instructions 
with reference to payment of certain unin- 
vested or undisturbed trust money in the 
bank. Robert E. McDonald of Carrollton, as 
the successor to the trust department of 
the Cummings Trust Company joined in the 
application. The trust funds in question 
were on deposit in the Cummings Trust Com- 
pany, commercial department, when that in- 
stitution was taken over for liquidation. 
James M. Hengst, Columbus, counsel for the 
Ohio Bankers Association, filed a brief and 
argued in favor of the preference. The At- 
torney General’s office participated, giving 
both sides of the question. 

Judge Oglevee’s decision says in part: 

“For the reasons above stated, and on the 
authorities referred to, the court is of the 
opinion that all of the trust funds deposited 
in the commercial and savings departments 
of the Cummings Trust Company, are en- 
titled to preference over the general debts 
and liabilities of the bank, and are not to be 
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held liable for the general debts; that the 
successor trustee is a preferred creditor to 
the full amount of the trust funds so de- 
posited in the commercial and savings de- 
partments.” 

“While only a comparatively small amount 
of money is involved in the Carrollton case, 
the principle established is statewide and 
throws a further protection around trust 
funds in Ohio.” David M. Auch, secretary of 
the Ohio Bankers Association, said: “This 
is the first court ruling in Ohio on the ques- 
tion since the statute was enacted in 1919 
permitting trust companies to deposit unin- 
vested and undistributed trust funds in the 
commercial departments of banks.” 


BEQUEATHS ESTATE TO TRUST 
COMPANY 

Because he had no near relatives and as 
an expression of appreciation for financial 
assistance rendered during a long period of 
illness, A. Dean Hutchings, an assistant cash- 
ier of the Northern Trust Company of Chi- 
cago, who died in April, 1930, left a will 
which was recently probated and in which he 
left his entire estate of $13,500 in life insur- 
ance to the trust company. Out of this fiund 
the trust company has paid the expenses cov- 
ering two years spent by Hutchings at the 
Presbyterian Hospital. 


The Manhattan Company allied with the 
Bank of Manhattan Trust Company has made 
a $50,000 contribution to the Emergency Un- 
employment Relief Fund. This sum was from 
the general monies of the company and has 
no connection with individual contributions 
by officers or employees. 
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SUBSTITUTE TRUSTEES AND ADMINISTERING TRUST 
DEPARTMENT ASSETS OF CLOSED OR FAILED BANKS 




















OPINION IN PENNSYLVANIA UPHOLDS JURISDICTION OF STATE BANKING 


In view of the suspension or failure of a 
number of banks in Pennsylvania which in- 
clude trust department assets, the Secretary 
of Banking, William D. Gordon, recently re- 
quested an opinion from the office of the At- 
torney General relative to the right of the 
Secretary of Banking to administer the trust 
department of closed institutions in his pos- 
session. The opinion of the Department of 
Justice, given by Deputy Attorney General 
Harold D, Saylor, first cites sections of the 
State Banking Act of June 15, 1923, relating 
to trust funds which authorizes the Secre- 
tary of Banking, when taking possession of 
a bank, to also take possession of all funds, 
property and investments held by such cor- 
poration in any fiduciary capacity, which 
shall be kept separate and apart from other 
assets. The law also provides for ministra- 
tion of trust assets during the period which 
might intervene before making final decision 
to liquidate and prescribes the course of pro- 
cedure as to substituted fiduciaries, settle- 
ment without accounting, jurisdiction of dis- 
putes and as to identity of trust fund. 

In interpreting the provisions of the law 
and the authority of the Secretary of Bank- 
ing thereunder as to trust departments of 
closed banks in his possession, the Attorney 
General’s Office stated: 


“When you take possession of a trust com- 
pany, you assume control not only of its 
commercial department, but also of its trust 
department, the assets and records of which 
you keep separate. In the case of the com- 
mercial department, it is your duty to col- 
lect accounts owing, pay off obligations and 
generally to put the house in order, as far 
as it is possible for you and your deputies 
to do so. 

“You then come to the point where it is 
necessary to determine whether or not you 
shall liquidate the institution or permit it 
to resume business, or otherwise to restore 
possession to its stockholders. Once you have 
determined to liquidate, you must follow a 
particular form of procedure prescribed by 
the act. All of this may require a period of 
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months, during which time the beneficiaries 
of trust estates to which you have succeeded 
as trustee will be expecting to receive income 
and in some cases, upon the termination of 
the trust, principal. There will also be cases 
where securities constituting the principal of 
the estate may mature and be paid off, which 
will result in your having in your possession 
cash funds which should be invested. There 
may also be cases where real estate forms a 
part of the trust, which will necessarily re- , 
quire attention both as to receipts and ex- 
penditures. Likewise there will be cases, no 
doubt, where a change in the character of 
the securities should, for good reason, be 
made. All of this presupposes an active han- 
dling of the estate. 

“While the law requires that a substituted 
trustee be appointed after you have deter- 
mined to liquidate a bank in possession, it 
does not direct you actively to conduct trust 
estates pending your decision on the question 
whether the bank will be liquidated or re- 
opened, Nor does it prohibit you from doing 
so. 

“We are firmly of the opinion that the Leg- 
islature intended that you should actively 
conduct the business of estates as long as 
they are in your hands as successor to the 
trustee. The closing of the banking depart- 
ment of an institution does not in any way 
affect earmarked trust funds. They do not 
belong to general creditors and the stockhold- 
ers do not have any interest in them. There 
would be no possible reason for interrupting 
the payment of income to beneficiaries or for 
postponing the distribution of principal in 
proper cases. However, as successor to the 
trustee, you have the responsibilities and are 
subject to the liabilities of a trustee and 
should seek and follow the guidance of this 
department whenever there is any legal ques- 
tion, however trivial it may appear, in con- 
nection with the administration of a trust 
estate. 

“Of course, if in any case it is the desire 
of the beneficiaries to apply to the courts 
having jurisdiction for the substitution of a 
trustee, they have the right to do so, and if 
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you desire to follow this course and file such 
petition, whether or not you have deter- 
mined to liquidate the institution, you may 
do so. In any case, there should be no sud- 
den cessation of all activity in the trust de- 
partment as would work a hardship on the 
beneficiaries entitled to income and ultimate- 
ly to the principal. 

“Under the provisions of subsection (f) of 
Section 40 of the Act of 1923, heretofore 
cited, where a deficiency in the trust funds 
of the institution in your possession is liable 
to result from inactivity on your part, the 
beneficiaries would be entitled to present an 
unpreferred claim against the general funds 
of the institution in your hands, which would 
naturally result in a diminution of the divi- 
dend to which depositors and the general 
creditors would be entitled. 

“Therefore, you are advised that while in 
possession of a trust company, it is your right 
and duty to administer its trust department 
as successor to the trustee, with the power 
in any case to resort to the court having 
jurisdiction to secure the appointment of a 








successor prior to your decision to liquidate, 
and with the duty on your part to apply for 
such substitution once you have decided to 
liquidate if the cestwis que trustent fail to 
do so within thirty days after notice from 
you, or if you are unable to serve them 
with notice to do so.” 





SHAREHOLDER OF PENNSYLVANIA 
RAILROAD 

The average stockholder in the Pennsyl- 
vania Railroad owns just a fraction over 
54 shares of stock. According to the latest 
capital stock statement, as of Oct. 1, the 
average holding of the railroad’s 241,391 
stockholders is 54.53 shares. During the last 
year, New England owners of Pennsylvania 
Railroad stock increased by 1,922 and stock- 
holders in the middle western states in- 
creased by 5,900. The state of Pennsylvania 
still holds the largest number of stockholders 
with 96,163. Women stockholders increased 
to 105,496, the highest number on record, 
and they own one third of the railroad’s en- 
tire stock. 
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THE VALUE OF LIVING TRUSTS 


ROBERT G. STEPHENS 
Vice-president, Central Hanover Bank and Trust Company, New York 


HE problem of investing funds wisely 

is becoming increasingly difficult. The 

very complexity of corporate finance 
has become unintelligible to the layman. The 
experience gained by the public since 1929 
has convinced a great many persons of the 
desirability of investment supervision of 
their securities by an experienced organiza- 
tion of disinterested experts, who are con- 
stantly seeking information concerning the 
various classes of investments, with which 
their trust accounts are concerned, examining 
the operations of companies, whose securi- 
ties are involved, and keeping informed of 
the economic factors, affecting the scope of 
their operations, advising on market trends 
and the like. 

The security experts of the representative 
trust companies are constantly following, and 
steadily reviewing each investment in the 
trust portfolios—ealling attention to infor- 
mation, often beyond the reach of the aver- 
age layman, and applying that information 
to the investments in the trust, changing, or 
retaining each security as the investment 
committee of the trust company, or the 
grantor of the trust, should he desire to be 
consulted, may direct. 

The public, weary and worn by depression 
and shrinkage in their investments—fearful 
lest they commit further errors of judgment, 
and confused by rumors and irresponsible 
propaganda, are turning to the responsible 
trust companies for refuge. Having been 
tossed about in the storm of speculation, they 
now seek the harbor of safety and responsi- 
bility. 

Investment supervision and security analy- 
sis, offered by the responsible corporate fidu- 
ciary, assures to the grantor of a living trust 
that information gathered by the trust com- 
pany’s organization will be instantly applied 
—when most effective to protect his interest. 
he regular, systematic review of all securi- 
ties in a living trust, and the investment and 
reinvestment of the trust fund, in a strong 
well-balanced program, by an impartial au- 
thority, having no interest in the securities 
passed upon, except the welfare of the trust, 
constitutes a strong and growing appeal to 


the public. Prompt attention to called bonds, 
maturing securities, changes in capital struc- 
ture such as stock dividends, rights, split 
ups, exchanges, and so forth, often saves the 
trust considerable loss and, relieves the 
owner of endless annoyance and detail. 


Professional men, and others, whose work 
demands their full time and energy, as well 
as women and men, who are inexperienced, 
or unable to cope with the intricacies of the 
financial mart, have found, in the security 
service of the modern trust company, a loyal . 
and efficient financial secretary, whose serv- 
ices are best and most economically available 
through the medium of the living trust.... 


I would emphasize what I consider the 
most important value of the living trust to 
the public, over and beyond all pecuniary 
gain, savings in taxes, estate shrinkage, 
avoidance of publicity and possible litigation 
at death, and freedom from annoying labors 
during life—all of this, important as it is, 
does not outweigh the service of the living 
trust in safeguarding and conserving the 
property of the living generation. Experi- 
ence has taught individuals, capable of accu- 
mulating wealth, the difficulty of conserving 
wealth when created. The late Judge Thomas 
Mellon, father of the present Secretary of 
the Treasury, admirably expressed this 
thought in these words: “According to my 
experience, it is more difficult to keep wealth 
when you have it, than to accumulate it. 
Fluctuations in value, panics, unjust laws, 
maladministration of justice, frauds, acci- 
dents and the constant importunity of schem- 
ers, as well as grinding taxation and other 
influences, lead constantly to the disintegra- 
tion of wealth. More especially is this so 
at a period of life when the masterly spirit 
is weakened and the stimulus of success no 
longer allures to renewed exertion and we 
are more inclined toward repose than activ- 
ity. In this condition we are more likely to 
lose than gain. I now no longer wonder at 
so many of my business contemporaries hav- 
ing acquired wealth in the prime of life and 
letting it slip through their fingers in old 
age.—(Ezatracts from address at recent Pa- 
cific Coast Trust Conference.) 
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REALIZATION CORPORATIONS TO FACILITATE LIQUIDATION 


OF ASSETS OF 


Immediate cash and credit relief to de- 
positors of closed state banks in Pennsyl- 
vania is projected under plans formulated by 
the Secretary of Banking, Dr. William D. 
Gordon, providing for district corporations 
to acquire and liquidate the assets of failed 
banks. This procedure, according to the Sec- 
retary of Banking, is permitted under an en- 
abling act of the state banking laws, to sell 
assets of closed banks. The primary object 
of the plan is to conserve assets of failed 
banks, expedite liquidation and to make 
available cash as well as credits without 
delay to depositors. The entire state will be 
thus covered by the chartering of five dis- 
trict corporations with headquarters for each 
in Philadelphia, Pittsburgh, Harrisburg, 
Scranton and Wilkes-Barre. 

Preliminary organization of the First Dis- 
trict Realization Corporation was recently 
effected in Philadelphia at a meeting of the 
board of trustees named by the Secretary of 
Banking and held in the offices of the Frank- 
lin Trust Company. The chairman of the 
board will be Secretary Gordon and the 
other members are: Clarence C. Brinton, 
president, Germantown Trust Company; Rob- 
ert J. Brunker, president, Western Savings 
Fund; Charles 8S. Calwell, president, Corn 
Exchange National Bank & Trust Company: 
John Gribbel, financier and businessman; 
William P. Gest, chairman of the board, Fi- 
delity-Philadelphia Trust Company; John B. 
Hartmann, president, Frankford Trust Com- 
pany; John A. McCarthy, vice-president, Real 
Estate Trust Company, and president, Penn- 
sylvania Sugar Company; Effingham B. Mor- 
ris, chairman of the board; Girard Trust 
Company; C. Stevenson Newhall, executive 
vice-president, Pennsylvania Company for In- 
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surances, ete.; J. Willison Smith, president, 
Real Estate-Land Title & Trust Company: 
Dr. Herbert J. Tily, president, Strawbridge 
and Clothier, and John J. Sullivan, corpora- 
tion attorney, banker and professor of law 
at the University of Pennsylvania. 

A total of approximately $135,000,000 iu 
deposits is tied up in closed banks of Phila- 
delphia and vicinity. Under the plan of the 
Realization Corporation it is expected that 
$10,000,000 in cash will be restored to de- 
positors before Christmas and a like amount 
of credit. Under the credit plan the deposi- 
tor will take a notice of deposit to a credit 
store, where he will assign a portion of his 
deposits to the store. The establishment, in 
turn, will give him credit for a portion of 
his deposits and will under contract signed 
by the depositor receive dividends from the 
closed bank when such dividends are de- 
clared. 

Doctor Gordon states that a dual purpose 
would be fulfilled through the liquidating 
corporation. Aside from conservation of as- 
sets it will provide a central bureau for liqui- 
dating assets of all closed banks, and, at the 
same time provide a legal and practical 
method for merchants to estimate the per- 
centage of credit that can safely be allowed 
on deposits of closed institutions. 


Merger of the Continental Trust & Savings 
Bank with the American Bank & Trust Com- 
pany of Shreveport, La., has been effected. 

The Ventnor Trust Company and the Vent- 
nor National Bank of Atlantic City, N. J., 
have been consolidated. 

The South Boston Bank & Trust Company 
has been organized at South Boston, Va. 
L. McKinley is president. 
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THE MAN AND THE TITLE 


Men make titles, but titles do not make 
men. This truism in its application was 
theme of an address at the recent annual 
conference of the National Association of 
Bank Auditors and Comptrollers, delivered 
by J. A. Will, comptroller of the Chase Na- 
tional Bank of New York. The following 
are extracts from his address: 

“To my mind, titles very often not only do 
not make men, but actually spoil them. How- 
ever, do not get the idea that I infer that 
this applies to the majority as it applies only 
to a small minority. Quite often one notices 
that when a senior clerk, who has been of 
great value to an institution, is given a title, 
unfortunately, he, to a large degree, becomes 
of less value to the institution than before, 
for the following reasons: He becomes ego- 
tistical, domineering, and, in the language 
of the layman, very often a ‘pouting pigeon,’ 
all puffed up without rhyme or reason, and 
in many cases he becomes intolerant, imme- 
diately forgetting that he was once a clerk; 
and when the clerks in his department ap- 
proach him, very often he treats them, to 
put it lightly, very rudely. 

“A great many auditors and comptrollers 
unfortunately believe, because they have such 
titles, that they have a right to go into the 
various operating departments with a chip 
on their shoulder and criticize everything, 
even to the dotting of the i’s and the cross- 
ing of the t’s. How many auditors and comp- 
trollers realize that to a large degree they 
are second guessers and, as a baseball fan in 
the grandstand after a pitcher has been 
knocked out of the box, says, ‘Well, if I was 
manager of that team I would have replaced 
that pitcher before he was knocked out,’ 
forgetting all the while that the manager of 
the team, if he knew the pitcher was going 
to be knocked out, naturally would have done 
likewise. But his guess was the first guess 


and naturally his hindsight was much better 
than his foresight. 

“During the past twenty yeurs I have 
heard many comptrollers and auditors con- 
tend that they cannot get this done and that 
they cannot get that done, and I am firmly 
convinced that if they would sit down for at 
least fifteen minutes and analyze themselves 
they would readily see that in the majority 
of the instances it was not the fault of the 
operating officer that they could not get the 
work done, but the fault lay in themselves. 
If a comptroller or auditor would go into the 
various departments of his institution with 
the idea within himself that he is their 
friend and is purely a constructive critic, and 
impart that idea to the operating officers and 
employees, I am more than positive that he 
will get 100 per cent cooperation. It is an 
easy matter for a comptroller or an auditor 
to criticize, as I have said before, because 
he is a second guesser, but a real comptroller 
or auditor not only criticizes but offers some- 
thing better to take the place of that which 
he does criticize. If you will keep this in 
mind whenever you do any work, that your 
criticisms should be of a constructive na- 
ture, I feel positive, and I speak from long 
experience, that you will have no difficulty 
in getting the cooperation of the operating 
officers and employees. 

“From what I have said I sincerely trust 
you will not get the idea that all titles are 
empty. In fact, I am convinced that the 
empty titles are in the minority. The final 
thought I wish to leave with you is that men 
cannot hide behind titles and get away with 
it for any length of time. In other words, 
it is the man that counts and not the title.” 


Capital stock of the Industrial Trust Com- 
pany of Wilmington, Del., has been increased 
from $1,500,000 to $2,000,000. 
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REDISCOUNT FACILITIES FOR SECURITY AND REAL ESTATE 


EVELOPMENTS of recent months 

have made apparent certain limita- 

tions in our present banking struc- 
ture and the need for broadening, in some 
directions, its scope of operations. Prevalent 
opinion, however, is that present difficulties 
are not to be solved by making any radical 
changes in the rediscount provisions of the 
Federal Reserve Act. It is possible that 
something might be accomplished by a slight- 
ly broader interpretation of some of the mi- 
nor details of the law, but I believe it would 
be dangerous to attempt to let down the bars 
so as to admit to rediscounting privileges 
even high grade securities which are not in 
fact self-liquidating. We must bear in mind 
that nothing but the most liquid assets should 
ever be admitted as the basis of an issue 
of currency. We must keep so far on the 
safe side of liquidity that there can be no 
suspicion of the invulnerable position of our 
currency system. 

Since, therefore, very little additional lati- 
tude can be expected with any degree of 
safety, from the Federal Reserve Bank Sys- 
tem, we must look for help from some out- 
side sources. The recently organized Bank 
Credit Corporation gives every indication of 
being the agency which will meet some im- 
portant requirements of the present situation. 
I hope that it will develop into a permanent 
part of our banking structure. There is a 
field of activity open to them of acting as a 
bank of rediscount for the security operations 
of member banks, To do that, of course, it 
would have to be developed from its present 
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primitive form which was necessitated by 
the hurry of its organization. 


Ieciscount Facilities for Real Estate Loans 

Help could be obtained from another di- 
rection for the real estate loans of member 
banks (particularly country banks located .n 
the smaller cities), I believe, by reorganizing 
and strengthening the Federal Farm Loan 
bank system. It is my opinion that these 
banks could be operated in much the same 
fashion as the Federal Reserve banks, that 
is, the banks and institutions in any given 
locality, as well as the Government, to par- 
ticipate in appointing the management and 
directing the policy and supervising the op- 
erations of the local Farm Loan Bank. Ca- 
pable management thus having been secured 
for the banks, and their operations being 
properly supervised and _ restricted, their 
bonds could be guaranteed by the govern- 
ment. Being thus assured of a market for 
their bonds, they could become, in effect. 
banks of rediscount for real estate loans of 
the member banks. This would of course 
necessitate some radical changes in manage- 
ment and method of operation. Safeguards 
such as surround our Federal Reserve Banks 
would have to be created. 


Special attention will be given to the prob- 
lems of more recently organized trust de- 
partments at the mid-winter conference of 
the Trust Company Section of the Pennsyl- 
vania Bankers Association to be held Decem- 
ber 4th, at Harrisburg. 


































































Legal Decisions and Discussion 


RELATING TO BANKS AND TRUST COMPANIES 
Edited by EDWARD J. REILLY 
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CAREFUL ATTENTION WILL BE GIVEN TO QUERIES OF A 


LEGAL NATURE ARISING OUT OF THE CONDUCT OF THE VARIOUS DEPARTMENTS OF TRUST COM- 


PANIES. 
OFFERED FREE OF CHARGE. ] 


RULE AGAINST ACCUMULATIONS 
(A direction in a will that trust in- 

come be accumulated for minors for a 

period possibly beyond their majority is 

not invalid.) 

The testator have the residue of his es- 
state, real and personal, to trustees in trust 
for the benefit of his four sons and their 
families. The share of his son Ernest was 
directed to be held in trust and Ernest was 
to receive the income thereof for his life 
and on his death the income, not to exceed 
$150 a month, was to be paid to his widow 
for her life or until she remarried. The sur- 
plus income, after Ernest’s death, was to be 
accumulated for the benefit of the portion of 
the estate put in trust for Ernest and his 
issue. On the widow’s death or remarriage 
the income was directed to be paid in cer- 
tain proportions to the son and daughter of 
Ernest until the son, who was the younger, 
should come of age, when the trust would 
terminate and the principal was to be di- 
vided between Ernest’s son and daughter. 
Ernest died shortly after the testator. 

The will was held to effect a conversion 
of the real property into personalty and the 
question was as to the validity of the acci- 
mulation of surplus income during the life 
or widowhood of Ernest’s wife. If the 
amendment of 1925 placed the same restric- 
tions on the accumulation of the income of 
personal property as obtain in the case of the 
rents and profits of realty, the surplus in- 
come could not be accumulated for Ernest’s 
children after each came of age. On attain- 
ing their majority each would be entitled at 
once to receive the amount of the income 
accumulated for his or her benefit and there- 
after the surplus income as it accrued would 
be payable to them. The court held, how- 
ever, that the amendment of 1925 was in- 
tended to apply the rule against perpetuities 
to the creation of future estates in personal 
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property as well as in realty, but was not 
intended to place restrictions on the accumu- 
lation of the income of personal property. 
The directions in the will for accumulation 
of income were held valid.—In re Schilling’s 
Will, Supreme Court of Wisconsin. 


TESTAMENTARY ACTS 
(An attempted testamentary disposi- 
tion 
void.) 
John Schmitt became estranged from his 
In order to leave all his property to 


through joint bank accounts is 


wife. 
his daughter, to the exclusion of his wife, 
he gave some of his money to the daughter 
by gift inter vivos and the remainder he de- 
posited in a bank in two joint accounts, nam- 
ing one of two nephews as joint depositor in 
each case. Although the deposit card in each 
ease authorized either joint depositor to 
withdraw the money during life or after the 
death of the co-executor, it was shown that 
the nephews were intended to take no inter- 
est in the money while Schmitt lived. On his 
death, apparently following his instructions, 
each nephew paid to Schmitt’s daughter the 
balance remaining in the joint account which 
each respectively was empowered to with- 
draw. Schmitt’s wife was appointed admin- 
istratrix and claimed the amount remaining 
in the joint bank accounts at the time of 
Schmitt’s death. 

The court held that the transaction be- 
tween Schmitt and his nephews did not con- 
stitute a gift inter vivos to them, that they 
were mere channels by which the money was 
to go to Schmitt’s daughter in an attempt 
to evade the laws of descent and distribution, 
and that, since Schmitt did not divest him- 
self of the ownership of the funds during his 
lifetime, the attempt to bestow it at his death 
was void as a testamentary disposition not 
executed as required by the statute of wills. 
—Schmitt vs. Schmitt, Ohio Appellate Court. 
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PROVISION FOR UNBORN CHILD 
(A will giving entire estate to testa- 
tor’s wife showed an intent to disinherit 
afterborn child where children living 
when will was made were not mentioned 
therein.) 

In Tennessee a child born to a testator aft- 
er the execution of his will, is entitled to 
share in the estate as in intestacy if not pro- 
vided for nor disinherited, but only praeter- 
mitted, in the will, and if not provided for by 
the testator by settlement. Here the court 
held that where a testator who had two chil- 
dren living bequeathed his entire estate, after 
payment of debts, to his wife, he thereby 
showed an intent to exclude, not only his 
children then born, but also any which might 
later be born, from all share in his estate. 
The following are excerpts from the opinion: 

“The statute was not designed to diminish 
or annul the exercise of the father’s testa- 
mentary power, but to supply an omitted in- 
tention in behalf of after-born children un- 
intentionally excluded from participation in 
the estate. 

“* * * Tf the will expressly or by implica- 
tion discloses an intention to exclude children 
from a share in the estate, then the statute 
is not to be given effect. 

“The will cannot be read without perceiv- 
ing that the dominant purpose of the testator 
was to * * * confer the remaining portion of 
his entire estate, real and personal, upon his 
widow, the mother of his children, to the 
exclusion of any child or children then living 
or afterwards born. Without children living 
when the will was executed, it could not be 
implied that he had this class of dependents 
in mind. But two children were then living. 
* * * ‘The children were as effectively dis- 
inherited by the provisions of the will which 
passed the estate to the widow as if done by 
particular reference to each child. 

“An express declaration of intent to dis- 
inherit is not required to avoid the effect of 
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the statute. Intent to do so may result from 
unavoidable inference.” 

Fleming vs. Phoenix Trust Company, Su- 
preme Court, Tennessee, June 10, 1931. 


INCORPORATION OF EXTRINSIC DCCUMENTS 

(Extrinsic documents are not incorpo- 
rated in a will unless the instrument 
shows the testator’s intention to include 
their contents as part of the will.) 

The will of Sampson Bottrell directed the 
executors to “obtain from my safe deposit 
box * * * certain deeds of conveyances of 
real estate which I have heretofore pre- 
pared * * *” and distribute the deeds to va- 
rious members of the testator’s family. The 
terms of the instrument identified the bene- 
ficiaries and the deeds to be delivered to 
each. The executors sought to incorporate 
into the will the provisions of the deeds. The 
court held that the deeds could not be so in- 
corporated because the will did not show that 
the testator intended to incorporate the pro- 
visions of the various deeds into the will. 
The direction to deliver the deeds did not 
show an intention that they be incorporated 
into the will—Bottrell vs. Spengler, Supreme 
Court of Illinois. 


The Chase National Bank of New York 
announces appointment as paying agent by 
the American Rolling Mill Company with re- 
spect to its issue of 5 per cent sinking fund 
gold debentures. Coupons detached from 
these debentures were formerly paid by the 
Chase Harris Forbes Corporation. 

Edwin G. Merrill, chairman of the board 
of the Bank of New York & Trust Company 
of New York has been elected a_ direc- 
tor of the Virginia Iron, Coal & Coke Co. 

L. W. Jacobs, Jr., has been elected presi- 
dent of the Commercial Trust Company of 
Fayette, Mo. He had been secretary of the 
company for a number of years. 











THIRD ANNUAL 


NEW JERSEY TRUST CONFERENCE 


Under Auspices of the 
NEW JERSEY BANKERS ASSOCIATION 


HE eager quest for acquiring the lat- 

est and improved methods of handling 

and securing trust business which 
characterizes trust company development in 
New Jersey was clearly evidenced at the re- 
cent Third Trust Conference under the aus- 
pices of the New Jersey Bankers Associa- 
tion held in the Walt Whitman Hotel in 
Camden. The representative attendance was 
in marked contrast to the slack gatherings 
of bankers’ assemblies in most of the states 
this year. Much of this was due to a fine 
program arranged by Leslie G. McDouall, as- 
sociate trust officer of the Fidelity Union 
Trust Company of Newark, the “father of 
these conferences,” and the enterprise of the 
publicity committee, headed by Leopold A. 
Chambliss, assistant vice-president of the 
same company. 

The address of welcome was delivered by 
President Robert W. Harden of the New Jer- 
sey Bankers Association and vice-president 
of the Westfield Trust Company. The dele- 
gates were also welcomed in behalf of the 
city of Camden by President F. Herbert Ful- 
ton of the Camden County Bankers Associa- 
tion and vice-president of the Camden Safe 
Deposit & Teust Company, who sketched the 
progress of the city of Camden. 

The feature of the first was a 
discussion of the finally approved Uniform 
Principal and Income Act by Dr. Charles E. 
Clark, dean of the School of Law of Yale 
University. The text of this act as approved 
at the last annual meeting of the National 
Conference of Commissioners on Uniform 
State Laws appeared in the October, 193 
issue of Trust CoMPANIES. Dr. Clark, who 
carries out the drafting of the act explained 
the scope and the definitions of law and 
procedure contemplated by this admirable 
contribution to trust law, particularly as to 
determination of principal and income in the 
apportionment of receipts and expenses, in- 
cluding corporate dividends and rights, as 
between life tenants and remaindermen. 

“The Investment Aspect of Life Insurance” 
was the theme of an admirable 


session 


paper by 


M. A. Linton, president of the Mutual Life 
Insurance Company of Philadelphia and in 
the course of which he said: 

“When we take into account the extra- 
ordinary security afforded by the life insur- 
ance company, the unparalleled marketabil- 
ity and collateral value of the equity in the 
life policy, the taxation benefits in connec- 
tion with it, and finally the compound inter- 
est return in excess of 51% per cent, we can- 
not but conclude that the ordinary life pol-. 
icy has an outstanding investment value. 
Given a need for current life insurance pro- 
tection and a need for a long-pull savings 
plan and the money for both, meet them by 
a regular life insurance policy. It will be a 
continuing source of profit, satisfaction and 
peace of mind.” 


LESLIE G. MCDOUALL 


Associate Trust Officer, Fidelity Union Trust Company, 
Newark, New Jersey, and one of the founders of the New 
Jersey Trust Conferences 
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“Meeting the Public’ was a timely and in- 
structive exposition of the proper ethics and 
methods of trust solicitation and advertising 
by Harry F. Pelham, who recently came from 
the Citizens and Southern National Bank of 
Atlanta to assume the duties of trust officer 
of the National Bank of New Jersey at New 


has been foremost in 
Extracts from his 
this issue of 


Brunswick and who 
constructive trust effort. 
paper appear elsewhere in 
TRUST COMPANIES. 

“History and Origin of Taxation” was the 
subject of an able paper presented by Dr. 
Charles W. Gerstenberg, chairman of the 
board of Prentice-Hall, Ine., of New York. 
The next contribution was by Charles F. 
Ellery, assistant trust officer and assistant 
secretary-treasurer of the Fidelity-Union 
Trust Company of Newark, who dwelt vn 
Problems in Real Estate and Mortgage Fields 
from the Trust Department Standpoint. He 


discussed the real estate problems of the 
trust officer which arise from a too rigid 


and from too poorly drawn trust indenture 
as well as lack of investigation and lack of 
working capital in the trust. Mr. Ellery 
submitted a number of illustrations from 
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actual experience. Speaking of the record 
of the trust department of the Fidelity Union 
Trust Company in the real estate mortgage 
field, Mr. Ellery said:: 

“The trust department of the 
Union Trust Company of Newark, with 
which I am associated, has for more than 
forty years been a lender of mortgage 
money. It now has approximately $48,000,- 
000 out on mortgage loans. Of this amount 
$32,000,000 is in mortgages guaranteed by 
five mortgage companies. Sixteen million 
dollars is represented by approximately 1,600 
mortgages, of which 831 were placed by our- 
selves on our own appraisals, and 742 came 
with various trusts. Of the mortgages placed 
by ourselves, we have foreclosed one of 
$8,500, and I am even now negotiating a 
sale of the property at a profit, and have 
only three under foreclosure, totaling the 
comparatively small sum of $34,000. It is 
apparent, at this time, that in all three cases 
we will receive full proceeds at the sale. I 
doubt if many companies can equal this 
splendid record, and we feel justified in pre- 
seribing the doctrine of conservatism.” 

“Practical Administration of Trust Es- 
tates’ was the next topic which was dis- 
cussed by Earl S. Johnson, vice-president of 
the Savings Investment & Trust Company of 
East Orange. He was followed by E. Elwood 
McCleish, president of Graves, McCleish & 
Campbell of New York who spoke on “How 
the Newspaper Looks at Trust Publicity.” He 
quoted from replies to a questionnaire on 
various aspects of trust advertising ad- 
dressed to a number of metropolitan news- 
papers and summarized as follows: 

“Tt would appear that the newspapers are 
vitally and intelligently interested in trust 
advertising, anxious to give every coopera- 
tion and eager for news of trust develop- 
ments. Professionally they are interested t9 
see the greatest results from trust advertis- 
ing both for the public and for the trust 
company. They know that trust advertising 
is just beginning its great educational work 
and are anxious to do what they can by con- 
structive criticism and advice to further 
this work; they are ready not only to advise 
with regard to paid space but through the 
news and editorial columns. Talk to them 
occasionally, you will receive expert opinion 
and more strictly professional and disinter- 
ested than you will know until you have 
acted on it. 

“For instance in surveying your potentiai 
market to decide how many logical prospects 
you can hope to serve; what their resources 
and income; their needs for different kinds 
of bank service—these and many other 
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things a thorough knowledge of which is the 
basis of all sound advertising, the business 
department of your newspaper is glad to 
give you.” 

One of the outstanding addresses of the 
conference was that by Francis A. Zara, as- 
sistant vice-president of the City Bank-Farm- 
ers Trust Company of New York who de- 
scribed “Some Recent Developments in Me- 
chanical Aids to Trust Company Operation,” 
which is presented elsewhere in this issue of 
Trust ComMPaANIes. Another “high light’ of 
the conference was the experienced and 
practical manner in which Edward J. Reilly, 
trust counsel of Moody’s Investors Service 
and legal editor of Trust COMPANIES Maga- 
zine handled the subject of “Analysis and 
Care of Trust Investments.” This paper also 
appears in another part of this issue of 
TRUST COMPANIES Magazine. 

At a banquet tendered to the delegates of 
the conference an address of welcome was 
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delivered by Mayor Roy R. Stewart of Cam- 
den. The speakers were Robert W. Harden, 
president of the New Jersey Bankers Assvu- 
ciation whose address was entitled: “Where 
is the Trust Officer?’ and Harry Collins 
Spillman the world-famous lecturer who 
spoke on “The Aristocracy of Service.’ 

The local Camden committee in charge of 
conference arrangements consisted of the 
following: Jay Knox, chairman, assistant 
trust officer, First Camden National Bank 
& Trust Company, Camden; E. S. Strang, 
assistant trust officer, West Jersey Trust 
Company, Camden; Grafton B. Day, as- 
sistant trust officer, Camden Safe Deposit 
& Trust Company, Camden, N. J.; D. Irving 
Taylor, trust officer, Haddonfield National 
Bank, Haddonfield, N. J.; G. M. Hawn, trust 
officer, Collingswood National Bank, Collings- 
wood, N. J. and J. J. Campbell, trust officer, 
Third National Bank & Trust Company, Cam- 
den, N. J. 


NON-TAXABILITY OF INSURANCE PAYABLE TO NAMED BENEFICIARY 


In all but a few jurisdictions, it is an es- 
tablished rule that proceeds of insurance pay- 
able to the estate are taxable, while proceeds 
of insurance payable to a named beneficiary 
are not taxable. Within recent years, the 
immunity from taxation of insurance pay- 
able to a named beneficiary, has been extend- 
ed to cases where, instead of being directly 
payable to the named beneficiary, the pro- 
ceeds are payable to the beneficiary through 
a trustee under the terms of an insurance 
trust. 

In some states the statutes now specifically 
provide for this exemption of insurance in 
trust; in others the freedom from taxation 
has been established by court decisions and 
administrative rulings. In a few instances, 
while such proceeds appear to be taxable 
according to administrative rulings which 
have not been openly rejected, they are not 
taxed in actual practice. 

While the practical effect, so far as the 
taxpayer is concerned, is the same whether 
the law specifically provides for the exemp- 
tion of insurance proceeds placed under trust, 
or whether the exemption is accorded merely 
by tacit understanding, there is no reason 
why any state should not commit itself defi- 
nitely to a policy of exemption which has 
been so universally approved. Insurance 
proceeds are placed in trust to protect the 
funds against the inexperience of dependents. 
It would indeed be a strange anomaly to en- 
courage the purchase of insurance for the 


benefit of a named beneficiary by granting it 
immunity from taxation on the one hand, 
and on the other to penalize an estate if the 
insurance proceeds are protected for the ben- 
eficiary by means of an insurance trust. 

Ohio has just passed a law, effective July 
3, 1931, which provides in clear and unequivo- 
cal terms that proceeds of policies of life in- 
surance payable on the death of the insured 
otherwise than to the estate of the insured, 
are not taxable, “whether paid directly by 
the insurer to the beneficiaries designated 
in such policies or to a trustee designated 
therein * * *.” This provision may well serve 
as a model for other states which have not 
yet enacted a similar statute—(From “Es- 
tate and Tax News,’ published by Fidelity 
Trust Company of Pittsburgh.) 


MERGER IN MONTCLAIR, N. J. 

Stockholders of the Montclair Trust Com- 
pany and the Mountain Trust Company of 
Montclair, N. J., have approved the proposed 
merger of the two institutions and the ab- 
sorption of the Montclair Securities Com- 
pany by the Montclair Trust Company. The 
Mountain Trust Company will be operated 
as the Mountain branch of the Montclair 
Trust Company. 


Edward H. Rabenberg has been elected 
president of the Bank of Maylewood & Trust 
Company of Maplewood, Mo. 
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(Eprror’s Note: The following is an ea- 
tract from an admirable address by Mr. Pel- 
ham at the recent Third New Jersey Trust 
Conference discussing new aspects of the at- 
titude of the public toward trust service and 
the establishment of closer ties between ad- 
ministrative and promotional trust work.) 


We are passing into a new phase in trust 
work in all three of its elements—develop- 
ment, administration and executive. Com- 
parisons are being made between the trust 
idea and the life insurance idea, for example. 
Comparisons are being made between trust 
institutions. Never before has the question 
of the big city trust company versus the 
home-town trust company been given as ear- 
nest study as we are now finding to be the 
It is no longer the trust idea that is 
it is “How does such and 
recognized trust prin- 


case. 
taking root but 
such a company apply 
ciples?” 

I believe that a good portion of the lack 
of complete understanding between the trust 
officers and the attorneys is due to slips 
which have been made or which an active 
mind can contemplate as liable to be made. 
It is not altogether the question of what 
might have crept into advertising. It is as 
I, a member of the Bar view it, the appli- 
sation of trust principles by the individua! 
trust institution and the character of solici- 
tation of new trust business. The public is 
more trust-intelligent. Generally speaking, it 
likes the trust idea but wants to know, noc 
just hope, that the wonderful protective 
qualities of trust service will actually be 
realized upon. 

One day last week I sat for three-quarters 
of an hour with one of our leading American 
attorneys, visiting about trust work. I asked 
him how he advised clients who came to him 
with the question of wills and trusts and the 
suggestions of trust solicitors. His ideas 
were quite clearly expressed when he said 
this, in effect: that he has named a trust 
institution in his will but that might be sub 
ject to change; that he believes in the trust 
idea but often wonders how this or that 
trust institution will actually carry out his 








PUBLIC HAS ACQUIRED THE “SHOW ME” ATTITUDE TOWARD 
TRUST SERVICE 


H. F. PELHAM 
Trust Officer, National Bank of New Jersey, New Brunswick 






wishes; no individual, he admitted, can do 
any better than can the institution of his 
choice, nor as well; still he felt that bank- 
ing policies are but the extended thoughts of 
certain bankers and that capacities of trust 
institutions are but the enactments of indi- 
viduals. It is the idea of assurance that is 
the main thing in his mind and he expressed 
the hope that the institution he had named 
would maintain in his mind that degree of 
confidence necessary for him to continue his 
trust in their capacities. 

This changed attitude of the public, the 
realization that almost over night assured 
values can be shorn of their comforting 
thoughts, the understanding that problems 
never before thought of can and will arise, 
with lightning-like suddenness, the develop- 
ment of the appreciation of the wonderful 
qualities possible to be found in the trust 
idea—all have come about to convince us of 
the necessity that we each must take stock 
of our own organizations. Just what we are 
offering and just how close we can come to 
making good on our offers. 

Trust development effort is getting back to 
its original starting point, the administrative 
officer. I believe we are all becoming more 
convinced, each day, that the trust develop- 
ment department and the trust administra- 
tion department must be closer together, as 
trust development has gone beyond the pro- 
motional stage. The public wants to know 
what we can do by knowing what we have 
already been able to do and by knowing the 
eapacities of our organizations. It will not 
be satisfied to contract for trust service be- 
cause of the picturing of what we may be 
able to do in more or less glittering terms. 

What then, after all these years of trust 
work, shall we trust people offer : 

Shall it be management ability—or formid- 
ability? 

Shall it be care and prudent handling— 
or pride of years? 

Shall it be sound business up-to-dateness— 
or promises based on what other institutions 
may have done? 

Shall it be security and genuine assurance 
—or clever salesmanship? 
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“SIDELIGHTS” ON THE NINTH REGIONAL PACIFIC COAST 
TRUST CONFERENCE AT SAN FRANCISCO 


ADDRESSES WERE ATTUNED FOR PUBLIC CONSUMPTION 
W. S. GUILFORD 


Trust Development Department, California Trust and Savings Bank, Sacramento, Cal. 


HAT crowd doesn’t act like bankers 

at a convention,” said an employee of 

the Palace Hotel in San Francisco along 
toward the end of the Pacific Coast and 
Rocky Mountain States Trust Conference. “TI 
never saw bankers so much interested in 
speeches and papers that they would sit 
through session after session and act as 
though they liked it; and discuss things on 
the floor until the chairman called a halt. 
This must be some new breed,” he continued. 
“These are not bankers—they’re trust 


men,” he was told. 

Considering the general tightening up on 
expense accounts all over the country—and 
in every line of business—the attendance of 


about 200 was good—a splendid tribute to 
the program arranged by Secretary Henry 
E. Sargent of the Trust Division, and Colonel 
R. M. Sims, vice-president of the American 
Trust Company of San Francisco, and vice- 
president of the Trust Division, and J. E. 
McGuigan of the Bank of America. 

Colonel Sims is dean of Pacific Coast trust 
men and is ‘father and adviser 
to hundreds of beneficiaries. Vincent But- 
ler, Jr. toastmaster at the banquet, told of 
the splendid record and the great debt due 
the Colonel by the trust men of America for 
his work in pioneering high ideals in trust 
service. 

“Not a single dollar has ever been lost tc 
a customer of a trust company or trust de- 
partment in California—a wonderful record 
—” said Edward T. Raney, superintendent 
of banks for California, in his greetings to 
the conference. 

sruce Grigsby, vice-president of the Se 
curity-First National, Los Angeles, one of the 
most finished and delightful public speakers 
in the entire trust fraternity, injected a note 
of humor into the proceedings when he sol- 
emnly announced his embarrassment in 
“speaking in public on the stage.” sruce 
read Senator L. H. Roseberry’s paper on Es- 
tate Planning. 

Orders were sent to all who presented pa- 
pers at the conference to use “words of one 


confessor” 


syllable’ and make them for public con- 
sumption rather than for trust officers. Ma- 
terial for “selling the trust idea” to prospec- 
tive trust customers was sought. Consequent- 
ly every speaker apologized for the elemen- 
tary discussion in his paper and asked for 
questions to bring out more technical con- 
siderations. 

That the object was accomplished was, 
shown by the enthusiasm with which the 
local press representatives played up the pa- 
pers and the convention. Of course Ed Drew 
of the American Trust Company; Gerry 
Wickland of Wells Fargo; Tommy Gallagher 
of Bank of America and George Dawson of 
Wells Fargo are all old newspaper men and 
that makes a lot of difference in getting the 
proper “play” in the papers. 

Already the insurance men in Sacramento 
have demanded that Roy W. Blair’s paper 
on “Benefits of Life Insurance Trusts,’ be 
printed for general distribution. Blair, 
Claude M. Adams, Ralph H. Morrill, Wilbur 
D. Polk, R. M. Watkins, and others in the 
trust department of the California Trust 
& Savings Bank, have been cooperating with 
life underwriters for several years—making 
this subject a particularly appropriate one 
for Roy to discuss. 

J. E. “Ed” Drew—‘“red headed’ human 
dynamo of the American Trust Company, 
closed the convention with a record crowd 
in attendance to hear his masterly “key 
note’ speech, “Trust Development—Today 
and Tomorrow.” Ed recalled the time when 
trust companies waited for business to come 
to them. Now the message of trust service 
is carried in every legitimate way—newspa- 
pers, direct mail, radio, and by special repre- 
sentatives. “I don’t like the word salesman 
—or solicitor,” he said. “The men we send 
out to sell trust business are our representa- 
tives—and it is up to us to select the right 
kind of men for the job and to properly 
train them. Our institution will be judged 
by their appearance, manner, tact, and 
knowledge.” 

Everyone was concerned with the liability 
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J. E. McGuIGAN 


Vice-president, Bank of America, N. T. and 8. A., San 
Francisco, and Chairman of Program Committee for the 
Pacific Coast Regional Trust Conference 


of the executor and trustee for investments. 
A. B. Ridgeway’s paper on this subject will 
be carefully studied. R. W. Sprague, vice- 
president of the National Bank of Commerce 
of Seattle, read a paper on “Preserving the 
Estate,” that was especially popular with the 
newspaper men. This is another contribu- 
tion to trust literature which should be 
printed for general distribution. 

The trust men who live in the West were 
delighted with the Eastern contingent, headed 
by the president of the Division, Thos. C. 
Hennings, vice-president of the Mercantile- 
Commerce Bank & Trust Company, of St. 
Louis. Judge Hennings impressed every- 
body with being everything an ideal trust 
man should be. He has a combination of 
personality, background, dignity, geniality, 
and depth of human understanding that is 
not only remarkable but rare. His old school 
friend, Sam G. “Scotty” Mortland, “spark- 
ling Air editor” of the San Francisco Chron- 
icle, put the Judge “on the air” to an audi- 
ence of a million. The Judge was also in- 
vited to address the famous but particular 
(as regards speakers) San Francisco Com- 
monwealth Club. 

Other popular “Easterners” were C. Alison 
Seully, vice-president Bank of Manhattan 
Trust Company of New York; Robert G. 
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FREDERICK R. BEHRENDS 


Vice-president, California Trust Co. of Los Angeles, who 
presided at one of the sessions of the Pacific Coast Regional 
Trust Conference. 


Stephens and Peter Van Brunt from the Cen- 
tral Hanover Bank & Trust Company of New 
York; Geo. C. Barclay, City Bank Farmers 
Trust Company of New York; Henry A. Theis, 
Guaranty Trust Company of New York and 
R. D. Cameron, Continental Illinois Bank & 
Trust Company of Chicago. 


Frank Brickwedel of Wells Fargo, San 
Francisco, and Edmund Nelson, Bank of 
America, Los Angeles, discussed “Preserving 
the Estate,’ and “Discretionary Powers.” 
These two leaders in Western trust develop- 
ment are hard workers and deep thinkers. 
Their papers are always worthy of careful 
study. 

And so the Ninth Pacific Coast and Rocky 
Mountain States Conference becomes history. 
The Tenth will be held at Los Angeles. 
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Jerre L. Dowling, a vice-president of the 
Chemical Bank & Trust Company of New 
York, has been elected president of the Peo- 
ples State Bank of Charleston, S. C., succeed- 
ing R. Goodwyn Rhett, Jr., who has been 
made chairman of the executive committee. 


Walter W. Head, former president of the 
American Bankers Association, has been 
elected president of the Morris Plan Corpora- 
tion of America. 
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TRUST DEVELOPMENT MEN ORGANIZE 
ON THE PACIFIC COAST 

A new organization of trust development 
men has been launched on the Pacific Coast. 
It is called the Red Button Club and its 
membership consists of trust representatives 
who have attended the “trust school” con- 
ducted for a number of years by the Cen- 
tral Hanover Bank & Trust Company in 
New York City. This school has been the 
means of giving post-graduate instruction in 
trust development work to some of the most 
successful trust representatives in the coun- 
try. The club also embraces as associated 
members officers and employees of banks and 
trust companies in which the Central Han- 
over trust development system is employed. 
The organization came to life during the 
recent sessions of the Pacific Coast Trust 
Conference in San Francisco. The prime pur- 
pose is for the exchange of new ideas. 

Officers were elected as follows: President, 
W. S. Guilford, California National Bank, 
Sacramento, Cal.; vice-presidents, Roger 
Peck, National Bank of Tacoma, Washing- 
ton; H. B. Whitney, Deseret National Bank, 
Salt Lake City, Utah; B. S. Green, First Na- 
tional Bank, Pasadena; Otto Krieger, Pacific 
National Bank, Seattle; Peter Van Bruntr, 


Central Hanover Bank, New York, honorary 
vice-president; Fred Kunselman, Central Na- 
tional Bank, Oakland, vice-president and 
secretary. Associate members are as follows: 
FE. W. Kiesel, R. W. Blair, C. M. Adams, 
R. H. Morrill, Wilbur Polk and R. M. Wat- 
kins, California National Bank, Sacramento; 
J. E. Drew, American Trust Company, San 
Francisco; A. V. Godsave, Pacific National, 
Seattle; Murray McCarthy, National Bank 
of Tacoma; Dan Read, Central National, 
Oakland; G. W. Wickland, Chester Root, 
J. E. Starbuck, Wells Fargo Bank & Union 
Trust Company, San Francisco; James §S. 
Macdonnell, First National, Pasadena; E. S. 
Hills, Deseret National, Salt Lake City. 


L. V. DeGruy, trust officer of the Hibernia 
Bank & Trust Company of New Orleans, has 
been elected president of the Corporate Fidu- 
ciaries Association of New Orleans. Frank 
P. Stubbs, Jr., of the Hibernia is secretary. 


E. Fred Johnson, vice-president of the Ex- 
change Trust Company of Tulsa, Oklahoma, 
has been elected president of the Chamber 
of Commerce of Tulsa and is probably the 
youngest man to hold a similar office in the 
United States. 
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One of the most timely papers presented 
at the recent Pacific Coast Regional Trust 
Conference was that by Roy W. Blair, trust 
officer of the California Trust & Savings 
Bank of Sacramento, Cal., on “Benefits of 
Life Insurance Trusts.” Mr. Blair contrast- 
ed the depreciation of values and income 
from unprotected estates, as revealed by pro- 
bate records, with the safety of income and 
principal provided by life insurance policies 
covered by life insurance trust agreements. 
He treated his subject from three major as- 
pects, namely, first, the benefits in conserva- 
tion of estate of family or salaried men; sec- 
ond, benefits to wealthy men in caring for 
taxes and third, benefits to the business man 
from value replacement insurance. In con- 
clusion, Mr. Blair said: 

“Annuities, optional settlements and life 
insurance trusts as alternative devices for 
the conservation of insurance estates, are not 
necessarily competitive. Trust companies 
urge the use of annuities in cases where there 
are no dependent relatives, and they are be- 
coming increasingly popular; optional settle- 
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ments are appropriate for particular pur- 
poses, but the life insurance trust, judicious- 
ly prepared, is the most advantageous method 
of distribution, and there is a growing ten- 
dency on the part of insurance companies and 
underwriters to recommend them in cases 
where the rigidity of settlement options ren- 
ders them inappropriate. 

“The insurance trust recognizes the fact 
that life is characterized by the occurrence 
of unexpected events, and no plan which does 
not take into consideration these unforeseen 
contingencies, can be depended upon to fulfill 
with certainty the expectations of the in- 
sured. The granting of discretionary powers 
provides flexibility and the capacity to deal 
with emergencies which the insured could 
not possibly anticipate, and the beneficiaries 
obtain friendly and valuable counsel from a 
bank familiar with their personal problems.” 





The First National Bank of Independence, 
Mo., has taken over the Home Deposit Trust 
Company of that city. 
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REPRESENTATION 
IN CHICAGO 


CORPORATION TRUST CO. CALLED 
UPON FOR NATIONAL TASKS 

One of the most important and speediest 
incorporation services was that recently ren- 
dered by the Corporation Trust Company of 
New York in connection with the organiza- 
tion of the corporate structure of the Na- 
tional Credit Corporation launched at the 
request of President Hoover to aid in finan- 
cial and banking stabilization. The attor- 
neys retained by financial leaders of the na- 
tion to bring about the legal structure for the 
National Credit Corporation chose Delaware 
for incorporation which admitted of the ne- 
cessary scope and elasticity to make this 
organization nationwide in character. The 
Corporation Trust Company was. selected 
statutory representative of the corporation. 

The Corporation Trust Company’s facilities 
have been similarly enlisted in foremost gov- 
ernmental activities calling for prompt and 
efficient incorporation and statutory repre- 
sentation. This company functioned in man- 
ner similar to its latest assignment in con- 
nection with the Food Administration or- 
ganized under the direction of President Wil- 
son to handle food during the World War; 
in connection with the Flood Credit Corpora- 
tion organized at the suggestion of President 
Coolidge to handle the work of Mississippi 
flood relief and also selected as statutory rep- 
resentative in connection with the farm re- 
lief program devised by President Hoover by 
means of the Grain Stabilization Corporation. 
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TRUST OFFICER 


Eight years Trust experience. Six 
years General Banking. Desires 
connection in Ohio or adjacent 
states. Administration or solici- 
tation of new business. 
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SATISFACTIONS IN TRUST 
SERVICE 

“Preserving the Estate’ was the subject 
of an interesting paper presented at the re- 
cent Pacific Coast Regional Trust Conference 
held in San Francisco, by Robert W. Sprague, 
vice-president and trust officer of the Na- 
tional Bank of Commerce in Seattle, Wash. 
Mr. Sprague classified the five factors in 
service which contribute primarily to the 
preservation of the trust estate as consist- 
ing of technical equipment, employment of 
specialists, business sense, honest adminis- 
tration and investment experience. 

Mr. Sprague cited a number of instances 
and experiences showing that the trust offi- 
cer’s daily routine is often relieved by trib- 
utes and praise from trustors and benefici- 
aries. One of these experiences he cites as 
follows: 

“Recently there sat at my desk a gray- 
haired woman who had placed all her prop- 
erty in trust some few years ago and it was 
with particular pleasure that I heard her 
say that never again would she want to can- 
cel her trust. Last year she was approached 
by a salesman for a promotion company whw 
persuaded her to sign an agreement to turn 
over all of her property held in trust in ex- 
change for securities in the promotion enter- 
prise. She asked for a revocation of the 
trust which we refused. The attorney for the 
promotion company then brought action te 
enforce cancellation making false charges 

against us in his complaint. Of course the 
case never came to trial. The woman soon 
found out the error of her ways and was 
only too anxious to drop the proceedings. 
If we had permitted the revocation of the 
trust she would today be almost penniless 
as the proffered securities are worthless. To 
have preserved the estate for her and to hear 
her words of appreciation have more than 
repaid us for all of the trouble and annoy- 
ance which she caused.” 
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A BIG RANCH TITLE ORDER 

The Title Insurance & Trust Company of 
Los Angeles recently completed in record 
time one of the biggest title research orders 
ever recorded in this country. The order 
came through the San Louis Obispo office 
and called for a complete title search of the 
immense Hearst ranch at San Louis Obispo. 
This ranch lies midway between Los Angeles 
and San Francisco. Its 240,000 acres extend 
fifty miles along the coast and for miles back 
into the mountains. The research necessitated 
going back to the Spanish grants. 

The Hearst ranch dates from 
George Hearst, father of the well-known 
newspaper publisher, William Randolph 
Hearst bought 40,000 acres which were in- 
herited by the son and added to. Overlook- 
ing this vast ranch on one of the highest 
mountains is the magnificent Hearst castle, 
one of the show places of America, with its 
bowling alleys, moving picture theaters, li- 
braries, dining room seating 150 people and 
countless art treasures. 


Arthur B. Whitney, vice-president and 
trust officer of the First Minneapolis Trust 
Company, has been elected president of the 
Trust Officers Association of Minnesota. 
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Ancillary Service 
in Minnesota 


Brases needing probate or 
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NEED OF EMERGENCY REDIS- 
COUNT POWER 


HON. A. H. VANDEUBURG 
United States Senator from Michigan 

If we are frozen today, we are largely 
frozen in the ice of our Federal Reserve re- 
discount limitations, and it is time to crack 
the ice. The emergency rediscount power can 
be closely guarded against needless use. It 
should rest solely at the option of the Fed- 
eral Reserve banks and board and should 
earry a higher rediscount rate so as to dis- 
courage any element of permanence. 

On such a basis it would not threaten the 
liquid character of the Federal Reserve it- 
self; nor would it threaten currency infla 
tion, which is a very different thing from 
expansion. But it would remove the black 
cloud needlessly hanging over the banking 
and credit situation in the United States. 


Put into idiom, it simply means that a 
life-saving station should not be restricted to 
the use of a ten-foot rope when a strong man 
is drowning 20 feet from shore. And most 
of us today are 20 feet from shore. Deposi- 
tors do not want their money; they merely 
want to know that they can get their money 
if they want it. 
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RENTS FROM REALTY TRUST EXEMPT FROM 
MASSACHUSETTS INCOME TAX 


Rent received by the trustees of a real 
estate trust for the use and occupation of 
real estate is not subject to the Massachu- 
setts income tax, the Supreme Judicial Court 
of that state has held in a case entitled 
DeBlois et. al., Trustees vs. Commissioner of 
Corporations and Taxation. 

“The complainants are trustees of a real 
estate trust, beneficial interests in which are 
represented by transferable shares. They are 
owners of improved real estate in Boston,” 
the opinion explained. It cannot rightly be 
thought that the legislature, if it had in- 
tended to impose an income tax upon income 
derived from the business of renting real 
estate, would have specified that no return 
be made of income of that nature; that is to 
say, income from real estate. The income 
here taxed came from the rents of real estate. 

“The tax imposed by G. L. ¢ 62, is a prop- 
erty tax and not an excise tax. A tax upon 
income derived from real estate is a tax 
upon real estate. It is common knowledge 
that, in this Commonwealth, real estate has 
been subject to direct taxation at its fair cash 
value for many years. Being always ex- 
posed and subject to inspection by the as- 
sessors, it cannot escape taxation. To con- 
strue the sections of the statute here invoked 
as imposing a tax on income derived from 
real estate would result in double taxation. 
Tax laws are to be interpreted so as not to 
cause double taxation unless no other reason- 
able construction is practicable.” 

Under the Massachusetts law, gross in- 
come includes income from trade or business. 
The Commissioner’s contention that one may 
make it his occupation to rent and sell real 
estate, aS well as to engage in any other 
form of trade or commerce, and that hence 
he is engaged in business cannot be sustained, 
the opinion ruled. That contention put for- 
ward first in 1930, is contrary to the depart- 
mental construction of the income tax law 
since its enactment in 1916, the court as- 
serted. “That practice antedated the last 
revision of the statutes in 1920. That con- 
struction is of some significance in deter- 
mining the scope of the statute. It is hardly 
to be thought that, if the contention had 
strong support in reason and law, it would 
not have been thought of earlier.” 


Total debts of the Federal, State and local 
governments amount to $30,300,000,000. Of 
this amount the debt of the Federal Govern- 
ment amounts to $16,800,000,000. State and 
local government debts amount to $13,500,- 
000,000. 












SERVICE TO THE ESTATE 

The fact that trust service is adaptable to 
small as well as large estates was brought 
out in an address on “Service to the Estate,” 
delivered by F. J. Brickwedel, vice-president 
and trust officer of the Wells Fargo Bank & 
Union Trust Company of San Francisco, at 
the recent Pacific Coast Trust Conference. 
He said in part: 

“Not a few cases have come under my own 
observation in which competent advice 
seemed so vital, that I am usually disposed 
to regard as unsound the objection that is 
urged not infrequently to the appointment 
of a trust company as executor on the ground 
that there will be but a small estate and that 
the surviving spouse or other legatee, to 
whom it shall be given, can ill afford to 
bear the fees of an executor. Too often, in- 
deed, is the inheritance of a surviving spouse 
or other legatee depreciated considerably or 
lost in part, at least, for want of competent 
advice. 

“As the processes of administration of an 
estate in probate must be adapted, not only 
to the conservation of property, put also to 
final settlements with tax authorities, credi- 
tors, heirs, legatees and devisees on the bases 
of their respective rights, there must neces- 
sarily be a logical and advantageous sequence 
of these processes so coordinated that the 
best results may be had. In consequence, 
each function needs to be performed with 
reference to numerous other functions. But 
because of the superior skill, training and 
experience of each functionary in his own 
field, it is self-evident that neither a trust 
officer nor anyone else capable of supervising 
and verifying the entire administration of 
an estate would individually administer an 
estate as intelligently and advantageously as 
a trust company, even if he had at his com- 
mand all the modern office appliances, tick- 
ler systems and accounting and auditing 
methods that a trust company may employ.” 


THE MEASURE OF SUCCESSFUL 
MANAGEMENT 


“These are times when management must 
determine whether its workers are idle be- 
cause of the general business situation or 
because it has not solved its own problem 
of making and selling the right goods in the 
right way.” 

This is the viewpoint which Carroll D. 
Murphy of Carroll Dean Murphy, Inc., of 
Chicago, advances in the leading article in 
the current issue of the Illinois Journal of 
Commerce Magazine. 
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The oldest trust company 

in the Mid-South features ‘ 

a complete trust service. ] 
BANK °F COMMERCE . 
AnD TRUST COMPANY . 
CAPITAL, SURPLUS ‘AND UNDIVIDED PROFITS ; 
$ 5,000,000. 00 ; 





































ARTHUR H. Evans 


Vice-president, Continental Illinois Bank and Trust Com- 
pany, who has been elected a member of the Executive 
Committee of the Trust Division, A. B. A. 
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MERGER OF TWO LARGEST BANKS AND TRUST COMPANIES 
OF AKRON, OHIO 


From the standpoint of banking develop- 
ment the City of Akron, Ohio, with its im- 
portant industrial interests, entered upon a 
new and broader chapter with the recent 
formal completion of the merger of the First- 
City Trust & Savings Bank and the Central 
Depositors Bank & Trust Company. The 
combined bank is known as the First-Central 
Trust Company and has combined resources 
of $75,000,000. The membership of the board 
of directors may well serve as Akron’s most 
representative group of financial, industrial 
and business leadership. 

The merged institution opened November 
4th and the occasion served to bring out a 
multitude of patrons and visitors suggestive 
of an important civic event. An interesting 
feature of the merger is the formation of a 
$15,000,000 Credit Corporation, planned on 
lines similar to that embodied 1n the organi- 
zation of the Hoover National Credit Cor- 
poration. This auxiliary will give a high 
degree of liquidity to the assets or the merged 
bank. It has capital of $2,000,000 and will 
utilize $13,000,000 for rediscounting bank 
mortgages and other assets. Among nation- 


GEORGE D. BATES 


Trust Company 


HARRY WILLIAMS 


Vice-Chairman First - Central Chairman and President First- 
Central Trust Company 


ally known corporations represented in the 
credit organization are the following, most 
of which are also represented in the board 
of directors of the merged bank: Goodyear 
Tire & Rubber Company, B. F. Goodrich Com- 
pany, Firestone Tire & Rubber Company, 
General Tire & Rubber Company, Seiberling 
Rubber Company, India Tire & Rubber Com- 
pany, Saalfield Publishing Company, Inter- 
national Lead Refining Company, Akron, 
Canton & Youngstown Railroad Company, 
Colonial Salt Company, Pittsburgh Plate 
Glass Company and the Quaker Oats Com- 
pany. 

To carry out the merger plan the First- 
City Trust & Savings Bank authorized a 
stock increase of $1,250,000 for distribution 
to stockholders of the Central Depositors 
Bank & Trust Company. Of an increase in 
capital of the First-Central Trust & Bank 
from $3,750,000 to $7,500,000, the sum of 
$2,000,000 capital is utilized by the credit 
corporation. There is a substantial surplus 
and undivided profit account which puts the 
consolidated bank among the leading banking 
institutions of Ohio. 


L. S. DUDLEY 


Trust Officer First-Central 
Trust Company 














664 TRUST COMPANIES 


Ancillary Letters in Michigan 


of Fiduciary Service in Michigan. 


( We are prepared to render all kinds ) 


MACOMB COUNTY TRUST COMPANY 


Me. Clemens, Michigan (Adjacent to Detroit) 


CHAS. G. NIEMETTA, President 








Harry Williams, who was president of the 
First-City, is chairman of the board and 
president of the consolidated bank, George 
D. Bates, formerly First-City board chair- 
man, and George H. Dunn, who was presi- 
dent of the Central Depositors, are vice-chair- 
man of the First-Central Trust Company. 
Other senior officers are: Vice-presidents : 
G. R. Edgar, Ira E. Myers, H. Merryweather. 
W. J. Ruof, George W. Merz and W. A. M. 
Vaughan. T. S. Ejichelberger is vice-presi- 
dent and secretary and P. M. Held, treasurer. 
There is a large staff of assistant secretaries 
and assistant treasurers. The trust depart- 
ment is headed by L. S. Dudley with a staff 
of associate and assistant trust officers. 




























NEw HOME OF THE FIRST CENTRAL TRUST 
COMPANY OF AKRON, OHIO 


M. E. WATKINS, Executive Vice Pres. and Trust Officer 





The history and growth of the two merged 
institutions run parallel to the development 
of Akron as a financial and industrial center 
The First City Trust & Savings Bank cele- 
brated its seventy-sixth anniversary on the 
eve of the consolidation, becoming the larg- 
est bank in Summit County with seven offices 
and resources over $50,000,000. The bank 
played an important part in Civil War finan- 
cing. The Central Depositors Bank & Trust 
Company, resulting from the merger of the 
Central Savings & Trust Company with the 
Depositors Savings & Trust Company in 
November, 1929, was the second largest bank 
in the city, both institutions having been 
organized in the early years of this century. 
Only a few months prior to the merger the 
Central Depositors opened its magnificent 
new twenty-eight-story bank and office build. 
ing which is the outstanding structure in 
Akron’s financial center. 





“OLD BULLION” RETAINS VIGOR OF 
YOUTH 

This year the Chemical Bank & Trust 
Company of New York completes the 108th 
year of its remarkable career of service. Dur- 
ing its existence the bank has weathered 
many economic storms, deriving its designa- 
tion of “Old Bullion” from the fact that dur- 
ing the panic of 1857 it was the only New 
York bank which continued species payment. 
From an original capital of $300,000 it has 
grown to an institution with resources of 
over $400,000,000 with capital of $21,000,000; 
surplus and undivided profits of $44,799,000. 
Its dividend record has been uninterrupted 
since 1827. In 1929 the scope of the bank’s 
activities was increased by absorption of the 
United States Mortgage & Trust Company. 





Frank K. Houston, first vice-president of 
the Chemical Bank & Trust Company has 
been elected a director of the Gulf, Mobile 
& Northern Railroad Company. 
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CHRISTMAS 
GREETINGS & 


2S'"ANNUAL SEAL 





1931 


Twenty-five Years 


—the money from the sale of 
Christmas Seals has promoted: 


—theestablishment ofsanatoriums 
for treating tuberculosis 


—the finding of tuberculosis in 
time to effect a cure 


—health inspection of school 
children 


—the teaching of habits that help 
to insure good health 


—the bringing of rest, good food, 
sunshine, fresh air, medical at- 
tention to sick children 


Slelp Fgh pt osis 
Buy Curistmas SEALS 


THE NATIONAL, STATE AND LOCAL TUBERCULOSIS 
ASSOCIATIONS OF THE UNITED STATES 








FEDERAL RESERVE SHOULD NOT 
BE STATIC 


WILSON W. MILLS 
Chairman, Peoples Wayne County Bank, 
Detroit, Mich. 


The rediscount power in the Federal Re- 
serve System must at all times be protected 
against inflation. On the other hand, these 
powers should not be static in the face of 
banking emergencies. It will be sound bank- 
ing as well as wise public policy to clothe the 
Federal Reserve System with reasonable 
emergency authority to provide for adequate 
liquidity in solvent member banks. 

The mere existence of this warrant often 
will suffice to create necessary confidence 
and to forestall needless trouble. The exist- 
ing rediscount limitations prevent in times 
of emergency the full utility of the Federal 
Reserve System and ignore many absolutely 
sound values which must be maintained, not 
only in banks, but the life of the nation. 





The 1932 spring meeting of the Executive 
Council, American Bankers Association, will 
be held at the Greenbrier Hotel, White Sul- 
phur Springs, West Virginia, April 25th to 
27th inclusive. 
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NOW 79 OF THE 100 LARGEST BANKS 
in the United States use La Monte Safety 
Paper for their checks—a gain of six 
leaders since January. More and more 


ie a en en ee 





banks are changing to La Monte for its 
safety, durability and distinction. 

George La Monte & Son, 61 Broad- 
way, New York City. Also branch offices 
in Chicago, Cleveland, Kansas City, St. 
Louis, Atlanta, Dallas, San Francisco, and 
Baltimore. 


LA MONTE NATIONAL SAFETY PAPER 
FOR CHECKS - Identified by wavy lines 





SEVENTY MILLION TRUST COMPANY 
MERGER IN UTICA, NEW YORK 


The most important banking operation con- 
ducted in the financial history of Utica, N. Y., 
will shortly be consummated when the First 
Bank & Trust Co., the Citizens Trust Com- 
pany and the Utica Trust & Deposit Com- 
pany are merged, uniting banking resources 
of over $70,000,000 and an impressive volume 
of trust business. ‘These merging institu- 
tions represented the three largest commer- 
cial banks in Utica and the consolidation 
will give Utica one of the largest banking 
organizations in New York State. The com- 
bination will be conducted under the title 
of First Citizens’ Bank & Trust Company. 
Charles B. Rogers will be chairman of the 
board; Chester R. Dewey, vice-chairman; 
Francis P. MeGinty, president, and Graham 
Coventry, vice-president. 

Capital of the merged institution will be 
$2,000,000, surplus $2,000,000, undivided prof- 
its in excess of $1,200,000 and deposits in 
excess of $50,000,000. The main office of the 
new bank will be in the First National Bank 
Building, formerly the home of the First 
Bank & Trust Company, the oldest bank in 
Central New York. 
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CONFIDENCE 


The sound and steady growth of this institution is the best measure of the 


high confidence in which it is held. 


Our record of service, since 1858, over an extended period of years, is the 
firm foundation on which this confidence rests. 


EDGAR STARK, Vice-President and Trust Officer 


tke FIFTH THIRD [JNION [RUST <> 


SCINCINNATI, OHIO 
MEMBER FEDERAL RESERVE SYSTEM 


FUNCTIONING OF NATIONAL CREDIT 
CORPORATION 

According to an announcement from Morti- 
mer M. Buckner, president of the National 
Credit Corporation and chairman of the New 
York Trust Company, the banks and trust 
companies of the country have responded 100 
per cent to the call for subscriptions to the 
Corporation’s gold notes, making available at 


least $500,000,000 for the stabilization of 


banking conditions. It has not been neces- 
sary thus far to call for payment of any part 
o* subscriptions because of advances made by 
banks wherever any demand has developed 


GEORGE V. MCLAUGHLIN 


President of the Brooklyn Trust Company, who has ac- 
cepted appointment as temporary chairman of National 
Credit Association No. 7 of the Second Federal Reserve 


District 





for financial assistance to banks holding 
sound securities and pressed by emergency 
demands. 

In New York City and state the response 
was immediate and plenty of funds are avail- 
able to meet any unusual demands. No fail- 
ure of any importance have occurred in New 
York since the announcement of the Hoover 
credit pool plan. In Brooklyn and embrac- 
ing all Long Island the work is under the 
direction of George V. McLaughlin, president 
of the Brooklyn Trust Company, as chair- 
man of Association No. Seven of the Second 
Federal Reserve District. 


GEORGE F. RAND 


President of the Marine Trust prope y 4 of Buffalo, who is 
e National Credit 
Corporation, which embraces eight counties in western 


Chairman of the Buffalo Division of t 


New York 





ospess reper 


2 ASOD he Leos nada eS 


ies ey 


Hit DSRS ah ALAS ID 


; 
i 
B 
& 
E, 
| 
; 


Sea 


A” 


ras. 


TRUST COMPANIES 


OPPORTUNITY FOR SOUND AND 
PROFITABLE INVESTMENTS 

That the present situation offers rare op- 
portunities for sound and profitable invest- 
ments is the judgment of Albert W. Harris, 
chairman of the Harris Trust & Savings 
Bank of Chicago, as expressed in a recent 
letter to customers and depositors, in which 
he says: 

“The economic, financial and political situ- 
ations in which the world has been involved 
of late have been of such a character as 
to cause most people to slow up in every way 
many of the things in which they might have 
been engaged, expecting conditions to change 
back to what had been most frequently re- 
ferred to as normal before attempting any 
extension of activity in their business or in- 
vestments,” his letter reads. 

It has been our experience that the most 
logical time to make investments is when 
one has funds to invest; when business is 
the slackest is the time to push it the hard- 
est. This seems to be a particularly oppor- 
tune time for any one who has funds for in- 
vestments on account of the attractive re- 
turn which now can be obtained on seasoned 
securities. 

“We are not predicting any advance in 
prices and are not recommending investments 
now or at any time on that account. Our 
recommendations are based on the desirabil- 
ity, if one is in funds, of taking advantage of 
the present opportunity, which, in the na- 
ture of things, occurs only at rare intervals.” 


HOOVER COMMITTEE URGES LIBERALI- 
ZATION OF BANKING FACILITIES 

The committee on plans and suggestions of 
President Hoover’s Organization on Unem- 
ployment Relief, has made public a report 
which urges banks to help in quickening the 
pulse of business and employment by adopt- 
ing a more liberal policy in extending credit 
accommodation and loans to meet legitimate 
customers’ requirements. The report says in 
part: 

“Extension of existing loans and commit- 
ments for the future should be determined 
not alone upon the showing made by recent 
or current operating reports, but also after 
consideration of the broad underlying con- 
ditions, the average record of the enterprise 
over an extended term of years, the char- 
acter of the borrower and the needs of the 
community. 

“Imposition of strict limitation upon bank- 
ing accommodations reacts with multiplied 
force through successive strata of industry. 
The final effect of the calling of a loan is not 


Camden 
Safe Deposit 
& Trust Company 


(SINCE 1873) 
CAMDEN, N. J. 


Branches: 


Gloucester City, N. J. 
Cape May City, N. J. 


CAPITAL, SURPLUS AND 
UNDIVIDED PROFITS 
$5,800,000 


TRUST FUNDS 
Personal and Corporate 
$196,970,679 


found in the resulting shut-down of a local 
plant employing a few score workers, even 
when the aggregate economic cost of their 
removal from the ranks of consumers is esti- 
mated. The echo of that cost and of the 
stoppage of demand created through opera- 
tion of the enterprise reverberates through- 
out the entire national industrial fabric.” 


VIRGINIA AGAIN IN THE LIMELIGHT 

In supporting the plan of the National 
Credit Corporation for the relief of the pres- 
ent economic conditions existing throughout 
the country, Virginia is again in the lime- 
light in leading the Fifth Federal Reserve 
district in perfecting the state organization 
under the provisions of the National Credit 
Corporation’s scheme. To the capable leader- 
ship of Julien H. Hill, president of the State- 
Planters Bank & Trust Company of Rich- 
mond, is due a great measure of the credit 
for the rapidity and precision with which the 
Virginia group was prepared to function. Al- 
ready more than five and one-half million 
dollars has been subscribed in the Old Do- 
minion and Mr. Hill and his associates are 
continuing their efforts with unabated zeal 
to secure a 100 per cent response in that 
state. 








Complete information as to 
requirements (including the 





rulings of the New York 
Stock Transfer Association) 
for all irregular security 
transfers can be found | » 


in the 


Guide and Service only. | 





Write for full particulars 
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Stock Transfer | » 


@ Keeps up to date the full infor- 
| mation on: 


Documents necessary when transfer is 

by an Executor or Administrator. 

When a Court Order is necessary before 
transfer. 
When an Inheritance Tax Waiver is nec- 
essary (and how and where to obtain). 
Documents necessary when transfer is 
by a Guardian. 
Requirements in case a “Stop” has pre- 
viously been filed against the transfer 
of the certificate. 
Proper forms of endorsement when other 
than an individual’s signature is involved. 
Documents necessary when transfer is 
by a Trustee. 
Documents necessary when transfer is 
to a Trustee. 
9. Proper forms for guarantee of signature. 
When a release under the Federal Es- 
tate Tax is necessary. 
11. Documents necessary when transfer is 
by a corporation. 
Proper forms of inscription when transfer 
is to Joint Tenants or Tenantsin Common. 
13. When copy of Will must be submitted 
and points in it to be noted. 
Documents necessary when transfer is 
being made by Executor or Administra- 
tor before expiration of the time limit for 
presentation of claims against the estate. 
15. Documents necessary when transfer is 

e by a Receiver. 
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120 Broadway, New York, N. Y. 


AGENCY APPOINTMENTS FOR BANKERS 
TRUST COMPANY 

The Bankers Trust Company of New York 
has been appointed paying agent for the 
following Virginia municipal issues: Town of 
Highland Park 5 per cent and 5% per cent 
bond coupons; Town of Barton Heights 6 
per cent bond coupons; Town of Fairmount 
6 per cent bond coupons; City of Manchester 
4 per cent bond coupons; Town of North 
Richmond 6 per cent bond coupons; City of 
Richmond, 4 per cent, 4% per cent and 4% 
per cent bond coupons; ‘Town of Ginter Park 
5 per cent bond coupons; Henrico County 
5 per cent bond coupons. 


The Bankers Trust Company has also been 
appointed transfer agent for the 6 per cent 
preferred stock of Bankers-Commercial Se- 
curity Corporation and fiscal agent of the 
city of Richmond for the payment of its 
bonds and coupons. 


The Bankers Trust Company of New York 
is named as co-executor in the will of the 
late Edward E. Gold, inventor of the car- 
heating system now used by most railroads, 
who died recently leaving an estate valued 
at over $1,000.000. 












THE CENTRAL HANOVER “IMMEDIATE 
TRUST” 

Embodying the essence of a living or vol- 
untary trust the so-called “immediate trust” 
featured as an integral part of its complete 
estate plan by the Central Hanover Bank & 
Trust Company of New York, makes a spe- 
cial appeal because of its simplicity. Many 
people hesitate to create living trusts be- 
cause of technical confusion and red tape 
which often surround the proffer of such 
service. The “immediate trust” simply re- 
quires the prospect to turn over to the trust 
company as trustee, a given amount of cash, 
securities or property to constitute the prin- 
cipal, after signing of the agreement passed 
upon attorneys and income is made imme- 
diate available. The trust can be altered, 
revoked or made irrevocable. 


Recently elevated new members of the New 
York University Council are: Colonel Allan 
M. Pope, executive vice-president of the First 
National Old Colony Corporation; George 
Emlen Roosevelt, investment banker, and 
Benjamin Strong, Jr., assistant vice-president 
of the Bank of Manhattan Trust Company. 
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New York 


BANKERS TRUST COMPANY ABSORBS 
SECURITIES AFFILIATE 

In the interests of economy and efficiency 
the Bankers ‘Trust Company of New York 
has discontinued its securities affiliate, the 
Bankers Company of New York. The securi- 
ties business conducted by this subsidiary 
has been transferred to the bond department 
of the trust company and the officers and 
employees constituting the personnel of the 
3ankers Company are retained to conduct se- 
curities operations of the bond department. 
The process of absorption is simplified by the 
fact that the Bankers Trust Company owned 
all the capital stock of the securities sub- 
sidiary amounting to $2,500,000 which has 
been transferred to the trust company, to- 
gether with surplus and accumulated profits. 
These items have always been reflected in 
the statements of the trust company. 

Economy of operation will be secured by 
centralization of the securities business in 
the bond department and by eliminating a 
number of out-of-town branches. The Bank- 
ers Company maintained sixteen branch of- 
fices, two in mid-town section of New York, 
one in London, one in Paris and the others 
in Albany, Rochester, Atlanta, Baltimore. 
soston, Chicago, Cleveland, Detroit, Hart- 
ford, Minneapolis, Philadelphia and Pitts- 
burgh. Branch offices in Buffalo, Cincinnati, 
Newark and St. Louis have already been 
closed and it is understood that the Minne- 
apolis office will also be discontinued. The 
plan now is to maintain branch offices for 
distribution of securities only in key cities. 
This will materially strengthen the securities 
operations of the bond department of the 
Bankers Trust Company. 

The Bankers Company was organized in 
June, 1928, and within recent months a large 
part of the business of the organization has 
been reduced in anticipation of the merger. 
The operation is also consistent with the con- 
Servative policies which have always char- 


acterized the Bankers Trust Company. So 
far as the business of the securities’ sub- 
sidiary is concerned it has been one of the 
most successfully conducted among the larger 
bank affiliates of the kind. 


ALBERT H. WIGGIN SEES SUBSTANTIAL 
BUSINESS RECOVERY 


Submitting to questions by Senator La Fol- 
lette at a recent hearing before the Senate 
Manufactures Committee, Albert H. Wiggin, 
chairman of the governing committee of the 
Chase National Bank of New York, expressed 
his views regarding current and prospective 
business conditions. In substance Mr. Wig- 
gin stated that he looked for substantial im- 
provement; that foreign trade is essential to 
recovery and that there would be no perma- 
nent stabilization of industry through arti- 
ficial processes. 

“Human nature is human nature,’ said 
Mr. Wiggin. “Lives go on so long as busi- 
ness activity goes on, and we are bound to 
have conditions of crisis once in so often. 
You may learn from each one how to avoid 
that particular difficulty the next time, but 
you are always going to have, once in so 
many years, difficulties in business, times 
that are prosperous and times that are not 
prosperous. There is no commission or any 
brain in the world that can prevent it.” 


APPROVES BANK LIQUIDATION PLAN 


Supreme Court Justice Frankenthaler gave 
final approval to the plan whereby the Manu- 
facturers Trust Company of New York takes 
over and liquidates the assets of five closed 


banks. ‘The Manufacturers Trust will make 
available about $19,000,000, or 50 per cent 
of the total deposits involved, to more than 
50,000 depositors of the closed banks. These 
institutions are the American Union Bank, 
the Bank of Europe, the International Madi- 
son Bank & Trust Company, the Times 
Square Trust Company, and the Globe Bank 
& Trust Company. 
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ie | The Mechanics’ Trust Company 


OF NEW JERSEY 
BAYONNE, N. J. 
COLLECTIONS—Dally Presentation by Our Messengers on Staten Island 

(Borough of Richmond, New York City) 

JERSEY CITY (Including Greenville) HOBOKEN and BAYONNE 
COLLECTIONS FOR AND ACCOUNTS OF BANKS SOLICITED 
Reciprocal Balances Based on Volume of Business 
Organized 1886 


ONLY TRUST COMPANY IN NEW JERSEY THAT CLEARS THROUGH 
THE NEW YORK CLEARING HOUSE 




























ooo a 

ELECTED VICE-PRESIDENT OF NATIONAL cial matters. He became identified with the 

CITY BANK National City Bank of New York in 1927 

and two years later went with the National 
City Company. 

Because of his activities in connection with 
foreign debt problems, Mr. Blair was deco- 
rated by three foreign governments. He is 
a Knight of the Order of the White Lion, 
Class IV, Czechoslovakia; Cavaliere of Sts. 
Mauritius and Lazarus of Italy and Knight 
Commander of the Order of Leopold II of 
Belgium. Mr. Blair was born at Watertown, 
Mass., on March 30, 1891, and was educated 
at Phillips Exeter Academy and Harvard 
College where he received his A. B. degree 
in 1913. He was graduated from Harvard 
Law School in 1916 with an L.L.B. degree. 
In 1927, he married Miss Lenore Scullin of 
Washington. 



















Floyd Gilbert Blair was recently elected 
a vice-president of the National City Bank 
of New York and will function in connection 
with the office of the chairman, Charles E. 
Mitchell, where he will act as a special as- 
sistant and liaison officer. A lawyer by pro- 
fession, Mr. Blair practiced in Boston and 
New York and after devoting some time to 
the sugar industry in Cuba, went to Wash- 
ington to serve as legal advisor to the World 
War Foreign Debt Commission and to the 
Secretary of the Treasury on foreign finan- 

















HARRY L. HILYARD, GUARANTY TRUST 
CO., ELECTED VICE-PRESIDENT 
William C. Potter, president of the Guar- 
anty Trust Company of New York, an- 
nounces the appointment of Harry L. Hit!- 
yard as a vice-president. Mr. Hilyard is a 
graduate of the Wharton School of Finance 
and Commerce of the University of Pennsyl- 
vania, and the School of Civil Engineering of 
the University of Cornell. He also attended 
Harvard University Graduate School of 
Business. His business experience has been 
with the Pennsylvania Railroad Company in 
Philadelphia, the Mutual Fire, Marine and 
Inland Insurance Company, of that city, and 
the Philadelphia National Bank. 
























Bert L. Haskins, who will be remembered 
in banking circles as cashier of the Chatham 
Phenix National Bank & Trust Company of 
New York, for many years and later as vice- 
president until his retirement in 1925, was 
FLoyp GILBERT BLAIR instantly killed recently through accidental 


Who has been elected a Vice-president of the National City contact with a high-power electric feed line 
Bank of New York, and also as liaison officer for Chair- at his I >in Pawling. N. Y 
man Charles E. Mitchell a 11S nome in awling, N. . 
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NEW HOME FOR BELLAIRE OFFICE OF 
BROOKLYN TRUST COMPANY 

The Bellaire Office of the Brooklyn Trust 
Company of New York was moved recently 
to a new and permanent home at the north 
east corner of Jamaica Avenue and Hollis 
Court Boulevard. The new building has been 
completed at a cost of about $125,000. Since 
Feb. 15, 1930, when the Bellaire Office was 
opened, it has operated in temporary quart- 
ers at 211-37 Jamaica Avenue, a short dis- 
tance East of the new building, but steady 
growth of business has necessitated larger 
facilities. The office is understood to carry 
more than 2,000 accounts on its books. 

The new building measures approximately 
40 by 100 feet. The exterior is of red Colon- 
ial brick upon a granite base. The Colonial 
theme is followed in the interior, which em- 
bodies the latest developments in banking 
equipment. Facilities include modern safe 
deposit vaults. 

The Brooklyn Trust Company is one of the 
oldest trust companies in the United States, 
having been chartered in 1866. It first en- 
tered Queens in 1929, through merger of the 
Mechanics tank, which had _ previously 
merged the First National Bank of Jamaica 
in 1926. Early in 1930 it expanded further 
in the borough, opening new branches at 
Hillside, Bellaire and Hollis. The latest 
financial statement shows resources of $156,- 
008,000; deposits $115,711,000. A _ transfer 
of $3,000,000 was made recently from sur- 
plus to reserves, leaving surplus of $12,000,- 
000; undivided profits $3,127,672 and total 
resources of $8,929,734. 

George V. McLaughlin, 
perintendent of 


former State Su- 
Sanks, is president of the 


NEw BELLAIRE OFFICE OF THE BROOKLYN TRUST COMPANY, 
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Procedure and Practice 
Before the United States 
Board of Tax Appeals 


Fourth Edition 


—Covers all steps connected 
with appeals to the Board of Tax 
Appeals, including the relation- 
ship of the Special Advisory 
Committee, practice by lawyers 
and accountants, jurisdiction, 
petitions, answers and replies, 
preparation for hearing, evidence 
(including District of Columbia 
Code on Evidence), procedure 
at and after the hearing, and the 
review of the Board's decision. 
Also an appendix of the official 
rules of practice, specimen forms 
and index. Full fabrikoid bind- 
ing (205 pages), $5.00. 


CowiEeRck Crrsniwe, Hors, Ise, 


LOOSE LEAF cunvecs DIVISION 


Tae, Corporation Tus Gymesepy 
“<== 





company; Warren B. Ashmead, Republican 
leader of Queens County, is vice-president in 
charge of Queens offices, and Rudolph C, 
Hoffman is manager of the Bellaire office. 


COMMENDABLE COOPERATION BETWEEN 
TRUST AND LIFE INSURANCE COMPANIES 


A recent issue of “Agency Items” 
published by the Equitable Life As- 
surance contains on _ its 
reproduction of an adver- 
published by The ‘Trust 
Company of New Jersey, as an ex- 


Society, 
cover a 
tisement 


ample of commendable cooperation 
between trust companies and life 
underwriters in furthering the cause 
of life insurance. The advertise- 
ment is one of a series prepared for 
the trust company by Bryant W. 
Griffin of Frank Presbrey & Co., ad- 
vertising agency. The text of the 
advertisement emphasizes the value 
of life insurance in providing in- 
come for dependents and furnishing 
a con-fluctuating and steadily in- 
creasing estate while one lives. 
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PIONEER TRUST COMPANY OF THE NATIONAL CAPITAL 
FISCAL AGENT OF THE ARMY AND NAVY CLUB 
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WASHINGTON, D. C. 
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TREASURER OF ENDOWMENT FUND, THE AMERICAN NATIONAL RED CROSS 


Resources over 
$21,000,000.00 


JOHN B. LARNER 


President 








CHARLES W. CARY WITH NATIONAL 
STATE BANK OF NEWARK 

The National State Bank of Newark, N. J., 
announces the appointment of Charles W. 
Cary as trust officer. Mr. Cary has had a 
very broad experience in trust work. He 
received his early education at the Metro- 
politan Trust Company of New York City. 
From there he went to Buffalo as trust officer 
of the Peoples Bank of Buffalo and remained 
through the merger of that bank with the 
Manufacturers and Traders Trust Company. 
Subsequently he came to New York as trust 
officer of the Plaza Trust Company. 

The National State Bank, founded in 1812, 
is one of the oldest banks in the country and 






























CHARLES W. CARY 


Who has been appointed Trust Officer of the National State 
Bank, Newark, New Jersey 















numbers among its depositors many of the 
leading citizens of Newark. The bank is 
now in a position to offer the services of a 
well equipped trust department. 


HENRY G. DALTON SUCCEEDS LATE 
SAMUEL MATHER ON BOARD OF 
BANKERS TRUST COMPANY 
At a recent meeting of the board of direc- 
tors the Bankers Trust Company of New 
York elected to its board Henry G. Dalton of 
Cleveland to succeed the late Samuel Mather 
of Cleveland. Mr. Dalton was for many 
years associated with Mr. Mather as a part- 
ner of Pickands, Mather & Co. He is one of 
the leading figures in the iron and steel in- 
dustry of the United States, Outside of the 
direct interests of Pickands, Mather & Com- 
pany, Mr. Dalton is a director in a number 
of companies among which are Bethlehem 
Steel Corporation, Guardian Trust Company 
of Cleveland, Guaranty Trust Company of 
New York, Ohio Bell Telephone Company, 
Union Trust Company of Cleveland and 

Youngstown Sheet & Tube Company. 

Since 1926, Mr. Dalton has been a trustee 
of the Cleveland Museum of Art and is a 
trustee of the Musical Arts Association which 
supports the Cleveland Orchestra. He has 
always been interested in education and do- 
nated to Kenyon College at Gambier, Ohio, 
their science hall. As president on two oc- 
easions of the Interlake Steamship Company, 
operators of the second largest fleet on the 
Great Lakes, Mr. Dalton has been interested 
in shipping problems. In 1925 he was called 
by President Coolidge to work out a solution 
for America’s Merchant Marine tangles. He 
recommended centralized authority in fleet 
control and gradual return to private owner- 
ship. 
Frank G. Quinn, assistant treasurer of the 


Marine Trust Company, has been elected 
president of the Buffalo Bond Club. 
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STRONG DIRECTORATE OF THE 
FIFDUCIARY TRUST COMPANY 


One of the most valuable assets in the 
organization of the Fiduciary Trust Com- 
pany of New York, which confines its opera- 
tions exclusively to fiduciary management. 
is the representative character of its board 
of directors: Pierre Jay, chairman, former 
chairman Federal Reserve Bank of New 
York; Daniel W. MacCormack, president, 
former head, receivership department Irving 
Trust Company; David H. McAlpin Pyle. 
secretary, The Pyle Estates; Thomas H. 
Blodgett, president, American Chicle Com- 
pany; F. Haven Clark, Scudder Stevens & 
Clark, Investment Counsel; Grenville Clark, 
Root, Clark & Buckner, Attorneys; Robert 
Hallowell Gardener, trustee; DeLancey K. 
Jay, attorney; Charles N. Mason, president, 
Electrical Securities Corp.; Frederick Pope, 
president, Nitrogen Engineering Corp.; Elihu 
Root, Jr., Root, Clark & Buckner, Attorneys; 
Theodore T. Scudder, Scudder, Stevens & 
Clark, Investment Counsel; Henry L. Shat- 
tuck, treasurer, Harvard College; Carll Tuc- 
ker; William B. Warner, president, McCall 
Corporation; William H. Wheelock, presi- 
dent, Brown, Wheelock, Harris & Co., Inc.; 
Harold C. Whitman, vice-president, Clarence 
Whitman & Sons, Inc.; Percival Wilds, 
Chamberlin, Kafer, Wilds & Jube, Attorneys; 
Bronson Winthrop, Winthrop, Stimson, Put- 
man & Roberts, Attorneys. 
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BIG INCREASE IN BANK AND TRUST 
COMPANY STOCKHOLDERS 


The stockholders of sixteen leading New 
York City banks and trust companies now 
number 322,286 against 21,869 in 1920, an in- 
crease of 1,374 per cent, according to a sur- 
vey recently made by Hoit, Rose & Troster, 
specialists in bank and insurance company 
shares. No other group of stocks in the 
United States, with the exception of the pub- 
lic utility group has experienced such an in- 
crease in stock ownership. The market value 
of the outstanding shares of the sixteen 
banks, is at present approximately $2,114,- 
720,000 which total compares with $638,978,- 
500 in 1920, and with an average valuation 
of $9,063,045,000 in 1929. 


The present yield of the sixteen stocks on 
the average is approximately 6.25 per cent, 
virtually the highest for any period in the 
past eleven years. 


The Great Neck Trust Company has been 
merged with the First National Bank of 
Great Neck, L. I., N. Y., combining resources 
of about $4,000,000. 


Cleveland E. Dodge, vice-president of the 
Phelps Dodge Corporation and a director of 
the National City Bank, has been appointed 4 
member of the distribution committee of the 
New York Community Trust. 








CONDITION OF GREATER NEW YORK TRUST COMPANIES 


Surplus and 


American Express Bank & Trust Co 
Anglo-South American Trust Co 

Banca Commerciale Italiana Trust Co...... 
Bank of Sicily Trust Co 

Bank of Manhattan Trust Co............. 
ES eG 
Se ee ee 
Bronx County Trust Co 

Brooklyn Trust Co 

Central Hanover Bank and Trust Co....... 
Chemical Bank & Trust Co............... 
City Bank Farmers Trust Co 
Corn Exchange Bank & Trust Co 
Corporation Trust 

County Trust Co 

Empire Trust Co 

Fiduciary Trust Co....... 
Fulton Trust Co 

Guaranty Trust Co 

Hibernia Trust Co 

Irving Trust Co 

Kings County Trust Co 

Lawyers Trust Co. 
Manufacturers Trust Co........ 
Marine Midland Trust Co 

New York Trust Co 

Title Guarantee & Trust 

United States Trust Co 


Capital 


22, 
6,000,000 
25,000,000 
1,550,000 
8,200,000 
21,000,000 
21,000,000 
10,000,000 
15,000,000 
500,000 
4,000,000 
6,000,000 
1,000,000 
2,000,000 
90,000,000 
3,000,000 
50,000,000 
500,000 
000,000 


3, , 
.. 27,500,000 


Undivided 
Profits, 


Sept. 30, 1931 


$5,531,700 
758,000 
2,110,500 
1,000,000 
50,804,200 
14,409,400 
87,875,600 
512,600 
15,127,700 
84,303,000 
44,799,500 
12,745,500 
32,645,900 


5,054,600 
1,000,000 
3,450,900 
208,454,600 
1,568,100 
75,459,400 
6,568,900 
4,283,000 
24,821,300 
9,734,300 
35,618,200 
24,370,600 
27,831,500 


Deposits, 


Sept. 30, 1931 


$25,032,800 
5,656,800 
18,680,200 
13,410,400 
454,548,300 
109,594,900 
633,939,300 
18,306,700 
116,121,000 
680,066,000 
326,327,600 
41,455,300 
245,436,800 
53,100 
19,525,600 
76,806,500 
2,368,900 
19,941,600 


1,269,663,600 


15,088,000 
533,197,300 
25,048,700 
19,415,600 
256,251,100 
62,451,500 
308,180,000 
45,560,600 
59,434,400 


Par 


Bid Asked 


155 175 


74144 76% 
22 26 
257 267 
171 175 
37 ~=-39 
6244 64144 
86 §=689 


"23.25 

3114 33% 
270 
345 
80 


23 


300 


2375 


“4014 4214 
108 111 


20 93 96 
100 1840 1940 














Ditisburgh 


Special Correspondence 


RELIEVING THE BANKING SITUATION 

Effective measures are being conducted to 
put banking business back on a strong basis 
in the Pittsburgh district. One of these is 
the organization of the local machinery for 
the National Credit Corporation, with full 
subscription of quotas from all members of 
the local Clearing House Association. The 
second important step is the organization of 
the Second District Realization Corporation 
to carry out the plan devised by Secretary of 
Banking, William D. Gordon, whereby as- 
sets in closed banks are turned over to a 
separate organization to expedite liquidation 
and make cash available to depositors as 
speedily as possible without sacrifice of se- 
eurities or other assets. Among the incor- 
porators of the Second District Realization 
Corporation are James C. Chaplin, president 
of the Colonial Trust Company; Malcolm 
McGiffin, president Fidelity Trust Company ; 
Howard Irish, president of the Common- 
wealth Trust Company; Sidney S. Liggitt, 
vice-president Union Trust Company; A. C. 
Robinson, president Peoples-Pittsburgh Trust 
Company and others. 





HOW TO ASSURE ADEQUATE ESTATE 
INCOME 

The Fidelity Trust Company of Pittsburgh 
has devised an interesting rapid calculator 
to show how an adequate estate income may 
be provided by means of ascertaining pres- 
ent value or income yielding assets of an 
estate combined with various effective meth- 
ods of preserving and increasing income after 
death of the family head. Most men who 
give serious consideration to the matter of 
making adequate provision for their families 
in the event of death, have difficulty in find- 
ing some practical plan to provide additional 
capital and to determine readily the amount 
of additional capital necessary. The pam- 
phlet issued by the Fidelity Trust Company 
sets up a calculator which, at a glance, per- 
mits of estimate of approximate amount of 
additional capital or principal needed in 
present estate to provide a fair monthly in- 
come for beneficiaries in the event that the 
individual’s earning power is permanently 
cut off. 





The latest compilation of financial state- 
ments of Pittsburgh trust companies shows 
a decrease of twenty-five millions in deposits 
during the past twelve months with total of 
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$402,973,000, while surplus and undivided 
profits remained with slight change at $110,- 
166,000. 

The Pittsburgh banking community mourns 
the death of two of its distinguished mem- 
bers. Harrison Nesbit, who was president 
of the recently closed Bank of Pittsburgh, 
N. A., met sudden death in an automobile 
accident. J. P. McKelvey, vice-president of 
the Exchange National Bank succumbed re- 
cently to an attack of pneumonia. 

The First National Bank of Turtle Creek 
has been merged with the Turtle Creek Say- 
ings & Trust Company. 

The newly organized First National Bank 
& Trust Company of Greensburg, Pa. re- 
cently began business with $480,000 capital 
stock, $380,000 surplus and $400,000 undi- 
vided profits. Deposits on opening day were 
$9,947,000. This institution is a consolida- 
tion of the First National Bank, the Mer- 
chants Trust Company and the Union Trust 
Company of Greensburg. Charles McKenna 
Lynch is chairman and General Richard 
Coulter, president. 

Thornton M. Burger has been appointed 
trust officer of the Security Trust Company 
of Harrisburg, Pa. 
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Philadelphia 


Special Correspondence 
LEGISLATIVE AND SUPERVISORY AIDS 
TO SOUND BANKING 

A program of rigid supervision and of 
prospective legislation has been undertaken 
by Secretary of Banking William D. Gordon 
which is designed not only to prevent, as 
far as possible, any further banking fail- 
ures but also render the Pennsylvania state 
banking system immune from errors or weak- 
nesses such as have been responsible for re- 
cent experiences. While legislative redress 
must await the reconvening of the next Gen- 
eral Assembly in January, 1933, the Secretary 
of Banking is vigorously applying super- 
visory polices which keep him in constant 
touch with state banks and trust companies, 
especially as to loaning operations, main- 
tenance of reserves, character of investments 
and other factors relating to  solvencies. 
The plan observed is to classify the state 
supervised banks according to various grades 
as shown by examinations and reports. The 
closest possible contact is maintained with 
institutions which are in vulnerable positions. 
In this manner the Secretary of Banking 
hopes to bring about house cleaning and sal- 
vaging operations which should reduce clos- 
ings to a minimum. 

A thorough revision and codification of the 
state banking laws is contemplated by the 
Secretary of Banking. Compilation of the 
banking laws of the various states is being 
made in order to indicate where Pennsyl- 
vania laws need correction and to embody the 
best experiences of other states. A _ series 
of conferences is also outlined to effect closer 
cooperation with the bank supervisory au- 
thorities of other states, notably of New 
York, New Jersey, Massachusetts, Ohio, Vir- 
ginia, Illinois and West Virginia to pro- 
vide for a free exchange of legislative ideas. 
This work is to be pursued by a legislative 
committee appointed at the recent annual 
meeting of the National Association of State 
Banking Supervisors and of which Secretary 
Gordon is a member. One of the principal 
objectives of Secretary Gordon’s plans is to 
provide legislative and supervisory machin- 
ery to prevent misuse of banking funds by 
loans to officers, directors or corporations 
with which directors may be associated. “It 
is my firm belief,’ said Secretary Gordon, 
“that such a study will clearly reveal whether 
or not the directors of banking institutions 
are serving solely as directors or whether 
or not their principal interest is that of 
granting loans to themselves and to their 
own or affiliated companies.” 


ORGANIZATION OF CREDIT POOL 
GROUPS IN PHILADELPHIA 
RESERVE DISTRICT 

Ready response and _ subscriptions are 
forthcoming from banks and trust companies 
in the Philadelphia Federal Reserve District 
in compliance with President Hoover’s billion 
dollar credit pool to stabilize banking con- 
ditions. The immediate effect of President 
Hoover’s proposal for a credit pool of ample 
measure to meet unwarranted runs on solvent 
banking institutions, was to allay public 
anxiety in this city and through the Third 
Federal Reserve District, as shown by the 
marked reduction in number of banks taken 
over by the state and federal banking au- 
thorities. The general conviction is that 
confidence has been restored and that the 
epidemic of hoarding has spent itself. 

No delay is encountered in providing for 
necessary group and loaning organizations in 
this district. The Philadelphia National 
Bank was among the first to subscribe its 
full quota of $4,200,000 of the gold deben- 
tures of the National Credit Corporation on 
the basis of 2 per cent of net time and de- 
mand deposits. Other early quota subscrip- 
tions were announced by the Corn Exchange 
National Bank & Trust Company $1,500,000, 
Fidelity-Philadelphia Trust Company $1,897,- 
000, Girard Trust Company $1,470,000, Provi- 
dent Trust Company $570,000, Pennsylvania 
Company for Insurances on Lives and Grant- 
ing Annuities $3,509,000, Central-Penn 
National Bank $850,000, Market Street 
National Bank $400,000, Real Estate Trust 
Company $120,000, Tradesmens National 
Bank & Trust Company $600,000, and others. 

Members of the loaning committee of As- 
sociation No. 1 which embraces banks and 
trust companies in Philadelphia and adjacent 
counties, are as follows: Howard A. Loeb, 
(chairman) chairman of Tradesmen’s Na- 
tional of Philadelphia; Joseph Wayne, Jr. 
president of the Philadelphia National Bank ; 
William J. Montgomery, vice-president of the 
First National of Philadelphia; A. A. Jack- 
son, president of the Girard Trust Company ; 
Charles S. Calwell, president of the Corn 
Exchange National; J. A. Anderson, presi- 
dent Montgomery Trust Company, Norris- 
town; C. B. Webster, president Delaware 
County National Bank, Chester; Joseph F. 
Hill, cashier National Bank of Chester 
County, West Chester, and Thomas Scott, 
cashier of the Farmers National Bank, Bris- 
tol, Pa. 


The Fidelity-Philadelphia Trust Company 
reports trust funds of $912,192,000 and cor- 
porate trusts of $814,538,00u. 





PERCENTAGE OF CAPITAL AND SUR- 
PLUS PROTECTION 

According to a recent compilation pub- 
lished by the Philadelphia Chamber of Com- 
merce the banks of Philadelphia have a larg- 
er average capital and surplus protection 
than the average of such protection afforded 
by banks of the country as a whole and pro- 
viding about 40 per cent more security to 
depositors. The compilation shows from 
latest available figures that banks through- 
out the United States average about $1 of 
capital and surplus to $7 of deposits, where- 
as the Philadelphia banks average about $1 
of capital and surplus to $5 of deposits. 





THE WORLD’S OLDEST TITLE COMPANY 

The Real Estate-Land Title & Trust Com- 
pany of Philadelphia has the distinction of 
being the oldest title insurance company in 
the world. Three-fourths of Philadelphia’s 
land titles were insured by this organization, 
representing guarantee of more than 80,000 
titles to real estate in Philadelphia. This im- 
plies also the most complete records avail- 
able on real estate in that city. 

It was in 1874 that the Pennsylvania legis- 
lature first authorized the incorporation of 
companies to insure real estate titles. The 
first title company chartered under this act 
was the Real Estate Title and Insurance 
and Trust Company, chartered in 1876. The 
second company chartered under this act was 
The Land Title & Trust Company, in 1885. 
It was logical that in more recent years the 
proposal to merge these two oldest title com- 
panies should assume shape and thus result- 
ing in the Real Estate-Land Title & Trust 
Company. A financial statement as of March 
31, 1931 shows total resources of $71,619,000 
with capital of $7,500,000; surplus, $15,000,- 
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serves of $1,250,000. Trust funds totaled 


$162,928,000. 





PENNSYLVANIA BREVITIES 

George W. Reilly, president of the Harris- 
burg Trust Company and the Harrisburg 
National Bank, has been named chairman 
of the group to organize the National Credit 
Corporation’s activities in Central Pennsyl- 
vania. 

The Harrisburg Trust Company of Harris- 
burg, Pa. has added $55,000 from net earn- 
ings during the year ended October 31, to 
undivided profits account and after payment 
of 20 per cent annual dividends. 

Miss Jean C. Moffat, who has been asso- 
ciated with the City National Bank & Trust 
Company of Philadelphia, for three years, 
has been appointed assistant trust officer. 

Donald H. Williams, attorney-at-law, has 
been appointed assistant trust officer of the 
National Bank of Germantown & Trust 
Company. 

At a meeting of the joint boards of the 
Emaus National Bank and the Security Trust 
Company of Emaus, Pa. it was decided to 
merge the two banking institutions. 

A ruling in favor of the stockholders of 
closed Philadelphia trust companies, holding 
them entitled to dividends as depositors and 
yet not liable to assessment on their stock 
holdings, was announced recently by Presi- 
dent Judge Finletter, of the Common Pleas 
Court of Philadelphia. 

Albert A. Jackson, president of the Girard 
Trust Company of Philadelphia, Pa. has been 
elected a member of the Philadelphia Clear- 
ing House committee. 

The Union National Bank of New Castle, 
Pa., has been absorbed by the First National 
Bank of Lawrence County. 


CONDITION OF PHILADELPHIA TRUST COMPANIES 


000; undivided profits, $1,832,070 and _ re- 
Capital 
Continental Equitable............... $1,000,000 
Fidelity-Philadelphia Trust Co........ 6,700,000 
pee ee ere 500,000 
Germantown Trust.................. 1,400,000 
CO 4,000,000 
MII PEUINE CO... 6 5 cccccccscceces 882,251 
4g Ere 2,987,920 
Kensington-Security Bank & Trust ... 1,300,000 
Eaporty Title & Trust...........0s0- 1,000,000 
Ninth Bank and Trust............... 1,375,000 
North Philadelphia Trust............ 500,000 
ee SN Tree 500,000 
Penna. Co. for Insurances............. 8,400,000 
ES | errr rrr ere 3,200,000 


Real Estate Land Title and Trust..... 7,500,000 
rere ee 3,131,200 








Surplus and 


Undivided 


Profits, Deposits, Par Last Date of 
Sept. 29, 1931 Sept. 29,1931 Value Sale Sale 
$2,838'410 $13,293,612 5 10 11-10-31 
26,878,686 102,947,974 100 430 10-28-31 
2,212,017 9,631,245 10 100 9-25-29 
4,297,019 19,928,471 10 45% 8- 5-31 
18,023,188 92,428,579 10 102 11-10-31 
4,482,763 15,194,299 10 60 8-19-31 
16,051,438 52,355,236 10 85 4-29-31 
4,255,588 14,944,358 50 100% 9-16-30 
1,744,868 6,362,187 50 165 9-23-31 
3,004,008 20,587,096 10 20144 +11-10-31 
1,554,227 7,398,184 50 =190 9-16-31 
4,074,693 12,120,680 100 850 8-12-31 
30,527,781 212,508,640 10 42% 11-10-31 
17,117,166 30,664,561 100 449 9-23-31 
13,623,752 40,461,435 10 20 10-28-31 
2,475,067 6,043,892 100 155 7- 8-31 
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Boston 


Special Correspondence 


NEW ENGLAND PREPARING FOR 
BETTER TIMES 

The sustained improvement in New Eng- 
land business and industrial conditions has 
a somewhat more secure foundation than 
sentiment. Heavy replacement demand for 
consumers’ goods imparted a strong incen- 
tive in recent months to New England busi- 
ness activity. While lulls are expected the 
prevailing feeling among bankers and busi- 
ness men is that the ground is now cleared 
for gradual and normal improvement. Com- 
menting on the general situation the First 
National Bank of Boston in its current New 
England Letter says: 

“The purging process which we are pass- 
ing through is most trying, yet as a result 
of the adjustments which are daily being 
made by individuals and firms in all parts 
of the country, a sound foundation for better 
times is being laid. The efficiency of our 
production facilities is without parallel in the 
world’s history. Our marketing system is 
highly developed on a national basis, al- 
though it would appear that there is consider- 
able room for a substantial reduction in dis- 
tribution costs. The system of exchange has 
momentarily broken down, due to the heavy 
financial strain resulting from the world war 
and its aftermath, but when this pressure is 
relieved through international cooperation, as 
may follow the recent Hoover-Laval confer- 
ence, and the adoption of sound domestic poli- 
cies, normal trade relationships will be re- 
established.” 


COURSE ON APPLIED ADVERTISING 

The Boston Chapter of the American Insti- 
tute of Banking is now entering its twenty- 
second year and offers to its members, in ad- 
dition to its usual courses in banking, law, 
credits and economics, a special course called 
applied advertising. This course consists of 
a series of lectures one night a week for a 
period of ten weeks, and has never before been 
attempted by any Chapter of the Institute. 

The Chapter has been very fortunate in se- 
curing the services of the following promi- 
nent New England advertising men, includ- 
ing Ralph Eastman, assistant vice-president, 
State Street Trust Company; Louis W. 
Munro, New England manager, Doremus & 
Company; Mathew Cushing, executive secre- 
tary, Massachusetts Trust Association; Dana 
S. Sylvester, executive manager, Savings 
Bank Association; Patrick F. O’Keefe, presi- 





Capital 


$3,000,000 $3,500,000 











Cordial Cooperation 


in handling Boston 
and New England 
banking and fidu- 
ciary matters with 
promptness and ef- 
ficiency is to be 
found at 


| The STATE STREET TRUST 
COMPANY 


ALLAN Forses, President 
BOSTON, MASS. 












Member Federal Reserve System 





dent, O’Keefe Advertising Company and 
Lindley A. Bond, assistant treasurer, Home 
Savings Bank. 

This class is held at 6 o’clock on Wednes- 
day of each week, and the instructors will 
speak on both the practical and theoretical 
sides of salesmanship and advertising. 


RHODE ISLAND HOSPITAL TRUST 
COMPANY 

The statement of condition of the Rhode 
Island Hospital Trust Company of Provi- 
dence shows total resources of $119,582,025 
as of October 31st. Time and demand loans 
and discounts amounted to $31,008,181; Fed- 
eral and other bonds, stocks and real estate 
mortgage loans, $76,387,758, and cash and 
due from banks, $10,360,202. In the liabili- 
ties account capital amounted to $5,000,000 ; 
surplus, $10,000,000; guaranty fund, $860,- 
000; undivided profits, $1,575,837, and total 
deposits, $100,409,933. 

The Rhode Island Hospital Trust Company 
began its career in 1868 as the first trust 
company organized in New England. 


The annual meeting of the Connecticut 
Association of State Banks and Trust Com- 
panies was held November 18, at New Haven. 











SENIOR VICE-PRESIDENT OF STATE 
STREET TRUST COMPANY 

Samuel H. Wolcott, recently appointed 
senior vice-president of the State Street 
Trust Company of Boston is a son of the 
late Roger Wolcott, one-time Governor of 
the Commonwealth of Massachusetts. He 
graduated with the Class of 1903 from Har- 
vard where he was a member of the Varsity 
crew. For more than fifteen years he was 
associated with Brown Brothers & Company, 
Boston, as one of their agents and became 





SAMUEL H. WOLCOTT 


Who has been elected Senior Vice-president of the State 
Street Trust Company of Boston, succeeding the late 
Ashton L. Carr 
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a vice-president of the State Street Trust 
Company upon his return from the army. 

Mr. Wolcott is also a director of the State 
Street Trust Company, trustee of the Provi- 
dent Institution for Savings and director of 
the Massachusetts Hospital Life Insurance 
Company and several other corporations. 





NEW ENGLAND BREVITIES 

Trust department assets of the Old Colony 
Trust Company of Boston show an increase 
from $292,481,111 on June 30th to $303,777,- 
267 as of September 29, 1931. 

The Boston Safe Deposit & Trust Company 
shows steady growth in trust business, the 
latest statement as of September 29th re- 
cording trust funds of $211,631,025 with 
banking resources of $26,850,752. 

The Peoples Trust Company of South Nor- 
walk, Conn., has been purchased by the South 
Norwalk Trust Company of that city, bring- 
ing the deposits of the latter to $7,800,000. 

Completing fifty years of banking service, 
Samuel D. Spur, dean of the Worcester, 
Mass., banking fraternity, has resigned as 
vice-president of the Worcester Bank & Trust 
Company and the Worcester County National 
Bank. 

A. Raymond Betts, formerly president of 
the Mutual Bank & Trust Company, has be- 
come associated with the Hartford-Connecti- 
cut Trust Company. 

Claude L. Allen has been elected president 
of the Melrose Trust Company of Melrose, 
Mass., succeeding E. M. Hamlin, resigned. 
W. F. Augustine, vice-president of the Na- 
tional Shawmut Bank of Boston, has been 
elected a member of the board of directors. 

The State Street Trust Company of Bos- 
ton is distributing a booklet entitled ‘“‘Will- 
Making. The Chart of an Estate,’ which 
give helpful suggestions in drawing a _ will. 


CONDITION OF BOSTON TRUST COMPANIES 


Capital Undivided Profits, 


Banca Commerciale Italiana. . .....- $750,000 
Boston Safe Deposit and Trust Co. . 2,000,000 
Charleston Trust Co.. ere eT ae 
EES | eee 100,000 
Commerce and Trust Co................ 1,000,000 
Eee 
Hizehange Trust Co............... 1,500,000 
Fiduciary Trust Co............... 500,000 
Harris Forbes Trust Co......... 500,000 
Jamaica Plain Trust Co...... 200,000 
Kidder Peabody Trust Co......... 500,000 
Lee Higginson Trust Co......... ; 500,000 
New England Trust Co........... 1,000,000 
Old Colony Trust Co............ . 5,000,000 
State Street Trust Co....... ..... ..... 8,000,000 
United States Trust Co..... oe . 2,500,000 





Surplus and Assets, 
Deposits, Trust Dept. 
Sept. 29, 1931 Sept. 29, 1931 Sept. 29, 1931 
$407,787.65 $1,161,574.31 
3,792,761.70 20,173,912.18 $212,132,470.30 
47,951.42 925,959.43 





265,315.24 
387,590.74 
341,329.34 
1,040,149.65 
593,590.23 
183,412.26 
101,308.83 
294,004.99 
773,199.39 
3,114,058.37 
5,252,903.95 
4,149,958.41 
3,524,917.76 


790, ‘040.87 
7,773,892.80 
7,773,892.80 
4'810, 640.61 

320,000.00 

3, 058, 783.70 
1,732,008.10 
2'511,193.79 
9,227 ,999.68 
26,648,529.39 
3,875,955.50 
54,748,759.03 
8,450,916.47 


1,107,153.66 
4,812,297.81 
1,478,795.95 
3,158,149.60 
9,568,292.93 
106,441.51 
13,359,093.79 
26,056,471.11 


123,998,243.23 
303,777 ,267.63 


52,411,188.29 
11,371,600.37 
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Chicago 
Special Correspondence 


ENTERING UPON THE CONVALESCENT 
STAGE 

Subject to tangible factors less volatile 
than those induced by reliance upon stock 
ticker gymnastics, the business and financial 
temperature in this focal point of the great 
Middle West is more apt to faithfully regis- 
ter actual rather than speculative changes 
in general conditions. As distinguished from 
the type of banking which several months 
ago resulted in a crop of failures in the out- 
lying districts, the outstanding character- 
istic of banking management in Chicago, es- 
pecially that concentrated in the “loop dis- 
trict” is one of consistent conservatism. It 
is rooted in the soil because of the close as 
well as long-ranged contracts with agricul- 
tural, industrial and transportation inter- 
ests. Any marked change in any of these 
avenues of activity is immediately registered 
through the delicate channels of correspond- 
ent relationships. 

The men who guide the policies and the 
affairs of Chicago’s leading banks and trust 
companies have been chary of voicing any 
positive opinions as to the length of this 
period of depression or when the corner will 
be turned. Underneath there is, and has 
always been, a powerful sentiment of confi- 
dence as to inevitable recovery. This faith 
has been expressed in extending rather cur- 
tailing accommodation to business, industry 
and out-of-town correspondents wherever 
legitimate requirements warranted banking 
aid. 

It is evident to those who are close to the 
habits of Chicago’s leading banks and trust 
companies, that a new feeling of hopeful- 
ness and confidence has manifested itself 
of late. It many be that the spurt in wheat 
prices, advancing nearly 50 per cent since 
October 5th, has something to do with this 
new-born spirit. The favorable reactions 





on prices in the security markets and the 
lot of the farmer have doubtless exerted a 
strong influence. Of equal importance is the 
effect of President Hoover’s $500,000,000 bank 
credit pool as a means of restoring faith and 
admitting of more normal exercise of banking 
functions. Another factor is the city-wide 
merchandise-bargain, movement backed by . 
2,000 merchants in the Chicago metropolitan 
area. These and other elements are respon- 
sible for the definite change in sentiment. 


ORGANIZATION OF CREDIT POOL UNITS 

The Chicago-Illinois group of the National 
Credit Corporation is one of the first or- 
ganizations in the country to function under 
the Hoover credit pool plan to prevent sacri- 
fice of bank assets and provide assistance to 
banks under temporary pressure. A number 
of initial loans to Chicago and down-state 
banks have been approved by the local loan- 
ing committee, subject to final action by di- 
rectors of the national corporation in Chi- 
cago. Expectancy of heavy drafts on the 
local fund have not materialized and it is 
significant that there has been not only..a 
marked decrease in the’ number of banks 
suspending in this district, but that there is 
evidence that depositors are again reopening 
their accounts. 

The work of hastening the local operation 
of the national pool has been in the hands of 
George M. Reynolds, chairman of the na- 
tional organization and Melvin A. Traylor, 
president of the First National Bank, as 
chairman of the local loaning committee. 
Total subscriptions to the debentures of the 
National Credit Corporation from Chicago 
banks have thus far amounted to about $30,- 
000,000, according to announcement by James 
R. Deavell, chairman of the Chicago-Illinois 
group and president of the Continental Illi- 
nois Bank & Trust Company. Subscriptions 
from the entire Chicago Federal Reserve Dis- 
tricts are expected to amount to $70,000,000 
and may run up to $100,000,000. 
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EXECUTIVE VICE-PRESIDENT OF CEN- 
TRAL REPUBLIC BANK & TRUST 
COMPANY 


Otis, co-chairman of the board of 
announces the appointment of 
Haffner, Jr., as executive vice- 
Central Republic Bank & 


a. 
directors, 
Charles C. 
president of the 


Trust Company of Chicago. Mr. Haffner, 
who since January 1927 has been vice-presi- 
dent and cashier of the Central Republic 


Bank & Trust Company, came to the bank in 
1924 from the Buffalo Trust Company of 
Buffalo, N. Y. He is a graduate of Yale Uni- 





CHARLES C. HAFFNER, JR. 


Recently elected Executive Vice-president of the Central 
Republic Bank and Trust Company, Chicago 
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versity, and served overseas during the 
World War as Major of Field Artillery. 

Mr. Haffner was also Fuel Administrator 
during the fuel crisis in the City of Buffalo 
in 1922, under the appointment of Governor 
Miller. He is president of the State of IIli- 
nois Reserve Officers Association and lieuten- 
ant colonel of 124th Field Artillery of I1li- 
nois National Corps. 

G. Lyle Fischer, who during the past year 
has been eastern representative of Central 
Republic Bank & Trust Company, with offices 
in New York City, has returned to Chicago 
as assistant vice-president in charge of the 
service department of the Banks and Bankers 
Division. Mr. Fischer has been succeeded by 
George J. Smith as eastern representative in 
New York. 


A contribution of $150,000 to the joint 
emergency relief fund of Cook County by the 
Continental Illinois Bank & Trust Company 
has been announced by Samuel Insull, Jr., 
chairman of the drive. The gift was that 
of the bank itself and does not represent 
contributions from its employees. 


Richard M. Hanson, assistant cashier and 
manager of the savings department of the 
Northern Trust Company of Chicago, has re- 
tired. Mr. Hanson became a member of the 
Northern Trust organization May 5, 1892, 
and he retires under the provisions of the 
bank’s pension fund, 

Gaylord S. Morse, formerly with the State 
Bank of Chicago and the Foreman Trust & 
Savings Bank, is now assistant to the presi- 
dent of the Central Manufacturing District 
Bank, Chicago. 

Charles S. Roberts has been appointed 
as general manager of the Chicago office of 
Albert Frank & Company of New York. 





CONDITION OF CHICAGO TRUST COMPANIES 


Surplus and 


Undivided 
Profits Deposits Book 

Capital Sept. 30, 1931 Sept. 30,1931 Value Bid Asked 

eS re $500,000 $532,464 $10,833,941 206 200 225 
Central Republic Bank & Trust Co........... 14,000,000 14,035,532 219,370,007 236 127 130 
*Continental Illinois Bank & Trust Co....... 75,000,000 69,089,137 827,823,948 232 200 203 
ee a Sak analy a agile 350,000 928,629 6,180,785 365 300 350 
**First Union Trust & First National......... 25,000,000 30,535,839 531,382,821 323 330 335 
ei ie ead th wek dar erie eels 6,000,000 8,437,216 95,478,803 241 378 383 
SE ee rT aren 600,000 497,131 9,417,440 182 150 175 
I a ne ik ial aaa eel wioil 3,000,000 9,319,501 78,139,230 410 387 392 
Dees Pret & BAVINGS..... 2. cc ccccscscsess 2,500,000 1,563,058 24,788,280 162 230 235 
EE IE OTC TE Te 1,000,000 493,858 9,917,622 149 140 160 
EE ee oer re 600,000 400,000 2,063,498 170 130 150 


*Includes securities affiliate. 
**Stock owned by First National Bank. 


Corrected by F. M. Zeiler & Co., members Chicago Stock Exchange, 


929 Rookery Bldg. 
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St. Louis 


Special Correspondence 


THE SPECTACULAR RISE OF WHEAT 

The spectacular rise in the trading price 
of wheat, in conjunction with the spurt in 
price of crude oil, the substantial gains in 
corn and cotton as well as the upward shift 
in commodity prices, have revived hopes in 
many quarters that the turning point from 
extreme depression to economic recovery has 
been negotiated. In this city where business 
conditions and sentiment are largely influ- 
enced by development affecting agriculture 
and other soil products in the Middle and 
Southwest, there is a feeling of revived con- 
fidence. It cannot, however, be interpreted 
in terms of such flamboyant optimism which 
insists, despite repeated disillusionments, 
that prosperity lurks around the corner. St. 
Louis bankers prefer to bide watchfully for 
more tangible evidences of definite change 
than afforded by trading or stock market 
fluctuations. 

The extent to which agriculture will be 
actually benefited by the recent advances in 
the price of wheat and to a lesser degree in 
corn, cotton and some other staples, is con- 
jectural. It has been estimated that the 
rise in wheat price to 70 cents signifies an 
increase in national wealth of over $430,- 
000,000, of which farmers gain $125,000,000. 
The important consideration, however, is, 
whether this increase is in response to eco- 
nomie factors of a more permanent nature 
or chiefly the result of market manipulations 
on the Chicago Board of Trade. Whatever 
the underlying influence it is nevertheless 
true that a new spirit of confidence has taken 
possession of agricultural communities and 
that the increased prices are most welcome 
in enabling farmers to meet some very press- 
ing needs, As to the extent to which this 
added income will enable bankers to cash 
in on frozen or overdue agricultural paper, 
there is some doubt, unless the price of wheat 
and other staples is sustained by both do- 
mestie and international influences. 


ST. LOUIS MAINTAINS EXCELLENT 
BANKING RECORD 

The excellent position maintained by St. 
Louis in regard to solvency and stability of 
its banking institutions during the past few 
years of severe testing, has not been im- 
paired by the recent closing of the Fidelity 
Bank & Trust Company of this city. This 
is the first bank to close in St. Louis in sev- 
eral years and it is significant that the in- 


“TRUST SERVICE 
EXCLUSIVELY” 


THE ST. LOUIS UNION TRUST 
COMPANY does not receive de- 
posits. Its entire organization and 
facilities are devoted to one specific 
object: EFFICIENT TRUST 
SERVICE. 


Because of its stability, its experi- 
enced staff of trained Trust Com- 
pany executives, and its capital and 
surplus of $10,000,000.00, the ST. 
- LOUIS UNION TRUST COM- 
PANY offers an unexcelled service. 


=) 7 e 

i] St. Louis Union Trust Co. 
J ST. LOUIS, MO. 

Oldest Trust Company in Missouri 


Affiliated with First National Bank 











stitution was not a member of the St. Louis 
Clearing House Association. The amount 
of deposit liabilities is negligible, especially 
when contrasted to the figures in other large 
cities. Capital stock of the Fidelity was 
$200,000, and deposits given at $1,056,000. 
Unwise loans are blamed. 

Banking conditions generally throughout 
the State of Missouri are registering greater 
stability. The weeding out process as a re- 
sult of small-town failures and numerous con- 
solidations, has reached a point where nor- 
mal conditions are being restored. The good 
old fashioned standards of banking probity 
and conduct are coming back into vogue. The 
misfit and the adventurer in the banking 
game has been eliminated or compelled to 
seek other fields. Much of this is due to 
the supervisory authorities. But more in- 
fluential has been the cooperative endeavor 
between bankers in voluntarily cleaning 
house and substituting approved methods. 

The latest tabulation of the reports of 948 
state banks and trust companies in operation 
in Missouri as of September 29th shows a 
decrease of $58,000,000 in resources, largely 
accounted for by a reduction of nearly fifty 
institutions in smaller communities since last 
April, due to merger and closings. 
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CHAIRMAN ST. LOUIS DIVISION OF 

NATIONAL CREDIT CORPORATION 

W. L. Hemingway, executive vice-president 
of the Mercantile-Commerce Bank & Trust 
Company of St. Louis, has been elected chair- 
man of the St. Louis division of the National 
Credit Corporation, the $500,000,000 organiza- 
tion recently proposed by President Hoover. 


W. L. HEMINGWAY 


Executive Vice-president, Mercantile-Commerce Bank and 
Trust Company, who has been elected head of the St. Louis 
Division of the National Credit Corporation 
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The St. Louis division will be known as the 
National Credit Association, No. 1, of the 
Eighth Federal Reserve District and about 
$10,000,000 is expected to be subscribed. 

A. W. Snyder, resident vice-president at 
Houston, Texas, of the Mercantile-Commerce 
Company of St. Louis, Mo., recently was 
elected a vice-president of the Investment 
Bankers Association of Texas at the annual 
meeting held in Galveston. The Mercantile- 
Commerce Company is the investment affili- 
ate of the Mercantile-Commerce Bank & 
Trust Company, St. Louis. 


SURVEY OF SERVICE CHARGE AND 
INTEREST RATE STATUS 

A comprehensive survey has been made 
by the Missouri Bankers Association as to 
the status of banks in that state on the ques- 
tions of service charge on accounts and in- 
terest paid on deposits. Out of a total of 
919 banks reporting, the survey shows that 
348 make service charges on unprofitable ac- 
counts; 500 make charges for other services 
and only 47 registered opposition to the 
service charge principle. As to the rate of 
interest paid on time certificates of deposit, 
288 reporting banks pay 3 per cent; 33 pay 
3% per cent and 551 pay 4 per cent. As to 
interest on savings accounts, 458 of the 919 
reporting banks stated that they pay inter- 
est on savings accounts and that the greater 
number, or 350 to be exact, pay 3 per cent. 


Charlton Alexander, vice-president of the 
Mississippi Valley Trust Company of St. 
Louis, is writing a book on “Conservation of 
business and Insurance.” 














CONDITION OF ST. LOUIS TRUST COMPANIES 


Demme Aanerieen Tried Ce. 2... oc os occ wc cceccecces 
Lafayette-South Side Bank & Trust Co............ 
Mercantile-Commerce Bank & Trust Co............ 
Deremnees Vanier erent CO, ... wc ccc cece ccees 


St. Louis Union Trust Co.... 
*Accepts no deposits. 


Surplus and 
Capital Undivided Profits, Deposits, 
Sept. 29, 1931 Sept. 29, 1931 
. -$2,600,000 $1,623 ,894.93 $30,080,821.60 
.. 2,150,000 1,822,505.26 23,590,063.64 
. 10,000,000 7 475,054.93 107,599,084.83 
. - 6,000,000 3,888,452.55 67,627 ,064.31 
.. 5,000,000 CaO OO ——iénk HH BSD ¥ 








CONDITION OF WASHINGTON, (D. C.) TRUST COMPANIES 


Surplus and 


Undivided 
Profits Deposits 

Capital Sept. 29,1931 Sept. 29,1931 Par Bid Asked 
American Security & Trust Co.............. $3,400,000 $4,308,545.59 $32,320,199.27 100 299 315 
I I a oa AG dnb a4 boo 019 ¥:0 esses 2,000,000 1,551,138.16 4,754,893.96 100 100 160 
National Savings & Trust Co............... 1,000,000 2,961,389.90 14,443,657.66 100 375 400 
I cs cores eda ib ee wie ON ee ,000,000 1,227,179.99 8,994,684.20 100 193 220 
Washington Loan & Trust Co.............. 1,000,000 2,490,395.74 16,272,438.84 100 400 440 


Figures furnished by The Washington Loan & Trust Co. and as reported to U. S. Comptroller of the Currency 
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Cleveland 


Special Correspondence 


ONE WAY TO SECURE GREATER 
LIQUIDITY 

One way for banks and trust companies 
in Ohio, which are overloaded with real es- 
tate mortgages, to secure a greater degree of 
liquidity is suggested by provisions of the 
new Ohio tax law which provides opportu- 
nity for individual investors to place funds 
in mortgages without incurring the previous 
heavy tax penalty. Owing to bank closings 
and other influences large sums have been 
withdrawn by depositors in Ohio banks dur- 
ing the last few years, especially in the 
southern tier of the state, and which have 
been invested in government bonds by cus- 
tomers seeking greater safety. These govern- 
ment bonds are now selling at a premium and 
many of those who withdrew bank funds to 
invest in government bonds now have a sub- 
stantial profit in their investments. 

The practical suggestion has been made 
that it should not be a difficult matter for 
many Ohio bankers to persuade their former 
customers or those who have drawn down 
their balances to invest in government bonds, 
to cash in on their profits and convert their 
holdings into mortgages held by banks in 
their portfolios, which provide a higher yield 
and so far as individual investment is con- 
cerned, afford as safe an investment practi- 
cally as government bonds. The bank is thus 
enabled to convert slow mortgage invest- 
ments into government securities having the 
desired liquidity which is now being gener- 
ally sought under existing conditions, The 
proposition is not one of unloading unmar- 
ketable or unsound securities upon bank cus- 
tomers, but to convert sound, high-interest 
bearing first mortgages for government bonds 
held by bank customers which offer substan- 
tial profit to the customer by means of con- 
version. 


BAROMETERS OF BUSINESS 
IMPROVEMENT 

Evidence of returning confidence in the 
business and financial outlook is found in 
the recent favorable action of three barom- 
eters of the general state of mind: the bond 
market, the stock market and the amount of 
money in circulation, says the Midland Bank 
of Cleveland. Improvement in sentiment first 
became noticeable following important an- 
nouncement from Washington early in Octo- 
ber, of the constructive measures to be taken, 
according to the bank. 
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“Many second grade bonds rose sharply 
in the two weeks following the announce- 
ment and the general level of corporation 
bond prices showed a gain for those weeks, 
although part of the first quick upswing was 
lost,” says the bank in the Midland Survey, 
edited by D. C. Elliott, economist. “Stock, 
prices aS measured by the recognized aver- 
ages advanced nearly 20 per cent from the 
new lows established on October 5th. The 
increase in money in circulation, which clear- 
ly indicates hoarding, was much smaller in 
the week ending October 14th than in the 
two preceding weeks.” 


EXCELLENT EARNINGS BY UNION TRUST 
COMPANY 

The Union Trust Company, Cleveland, not 
only earned more during the third quarter 
of the current year than in the corresponding 
period last year, but exceeded dividend re- 
quirements by more than half a million dol- 
lars. Net earnings for the third quarter 
totaled $1,230,480.47 which is about $270,000 
more than was reported for corresponding 
1930 period, President Wilbur M. Baldwin 
announced. Dividend for the quarter was 
$685,500 and $400,000 was added to the re- 
serves leaving a balance of approximately 
$145,000 which was added to the undivided 
profit account. 


J. Arthur House, president of Guardian 
Trust Company, Cleveland, Ohio, has been 
elected fund treasurer of the Cleveland Com- 
munity Fund Council. Mr. House will take 
office January Ist. 

Ernest A. Frame has been elected vice- 
president and cashier in charge of personnel 
and commercial banking of the Standard 
Trust Bank of Cleveland. 

William E. Decker has been elected cashier 
and assistant trust officer of the First Trust 
& Savings Bank of Zanesville, Ohio. 
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PHILIP TOWNLEY WHITE 


Few members of the investment banking 
fraternity of the country commanded such a 
wide and loyal circle of friends as Philip 
Townley White, vice-president of the Cleve- 
land Trust Company in charge of the boad 
department, whose sudden death last month 
came as a shock to his intimates, He had 
an attractive personality that marked him 
in any gathering. He was a born gentleman 
and had an indomitable spirit, underneath 
a debonair appearance, which carried him 
forward in his work as well as in his play. 
As an authority on investments he had a 
keen, incisive judgment derived from a life- 
time of experience. In the outdoors he was 
a skilled horseman and could match the best 
on the gold greens. 

“Pp. TT.” as Mr. White was affectionately 
known, was head of the bond department of 
the Cleveland Trust Company since 1909 and 
received the title of vice-president in 1912. 
He made the bond department of the Cleve- 
land Trust Company one of the most suc- 
cessful and reliable organizations of the kind 
in the country, as shown by its record of 
service to clients of the company. 3efore 
coming to the Cleveland Trust he was with 
E. F. Hutton & Company and the Bankers 
Trust Company of New York. He was born 
in New York City. 


CLEVELAND LOAN COMMITTEE 

The loan committee of National Credit 
Association No. 1, comprising the Cleveland 
territory of the Fourth Federal Reserve Dis- 
trict, is composed of the following: Harris 
Creech, president of the Cleveland Trust 
Company; Corliss E. Sullivan, chairman of 
the Central-United National Bank; J. Arthur 
House, president of the Guardian Trust 
Company; John Sherwin, Jr., president of 
the Midland Bank; Hoyt V. Shulters, presi- 
dent of the National City Bank, and Wilbur 
M. Baldwin, president of the Union Trust 
Company. 

John T. Feighan, vice-president of the 
Cleveland Trust Company of Cleveland, who 
has charge of the Detroit-West Twenty-fifth 
street branch, recently completed his thirty- 
sixth year of continuous service on the same 
location. 

N. M. Burgmeier has been appointed su- 
pervisor of the ten branches of the Union 
Trust Company of Dayton, Ohio. 
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SYMPOSIUM ON REDISTRIBUTION OF 
SURPLUS GOLD 
(Continued from page 568) 
serve banks. The question arises as to the 
extent of their eligible commercial paper 
and government securities. The answer on 
this point is absolutely reassuring. The mem- 
ber banks of the Federal Reserve System 
held approximately $7,500,000,000 of eligible 
paper and United States Government securi- 
ties on October 21, 1931. 


STEPS TOWARD NORMAL 
FUNCTIONING OF GOLD 


W. F. GEPHART 
Vice-president, First National Bank, St. Louis, Mo. 

Assuming that the United States has an 
unnecessary supply of gold, although there 
is no way of determining to what extent this 
is true, there are several means by which 
this surplus might be placed at the disposal 
of nations now having a deficient supply of 
gold. 

In the first place, if the United States 
should again resume, on a large scale, its in- 
vestments abroad, this would aid in the re- 
distribution. In the second place, if this 
country with others should reduce the bar- 
riers preventing a freer flow of goods among 
nations, this would also contribute to that 
end. 

Preliminary, however, to these or any other 
means to be adopted for the redistribution of 
the gold supply, there must be a restoration 
of confidence, national and international, and 
the first step in doing this is a moderation 
of the now-prevailing political jealousies and 
a greater degree of cooperation, 
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I. S. Edell, assistant cashier of the Hiber- 
nia Bank & Trust Company of New Orleans, 
has become a member of the bank’s “Quarter- 
Century Club.” This organization, which is 
composed of all the directors, officers and em- 
ployees of the bank who have completed 
twenty-five years of service in the institu- 
tion, now has a membership of 24 whose ag- 
gregate period of service totals 737 years. 

Philip R. Mather has been elected to the 
board of directors of the Union Trust Com- 
pany of Cleveland to fill the vacancy caused 
by the recent death of his father, Samuel 
Mather. Mr. Mather is associated with Pick- 
ands, Mather & Company, of which his fa- 
ther was one of the founders and senior part- 
ner. 
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TOLEDO BANKING SITUATION TO BE 
CLEARED UP 


The unfortunate banking situation which 
developed in Toledo, Ohio, as a result of 
the closing of five large banks since last June, 
tying up deposits of over $100,000,000, is on 
the eve of yielding to reorganization plans. 
While the original negotiations contemplated 
a consolidation of all the five closed banks 
into one new organization, the plan now is 
to formulate two separate banks. One will 
be called the Guaranty Trust Company and 
take over the business of the closed Ohio 
Savings Bank & Trust Company, the Com- 
mercial Savings Bank & Trust Company, the 
Security Home Trust Company and the 
American Bank. The other reorganization 
planned will take over the business of the 
Commerce-Guardian Savings Bank & Trust 
Company, which is practically assured of the 
necessary financial cooperation to effect a 
restoration of business on a solvent basis. 

Business and the people of Toledo have 
been hard hit by the closing up of all but two 
of its large banking institutions. The trouble 
is to be traced largely to the kind of hysteria 
for withdrawals which affected many com- 
munities in the country and which was the 
primary motive for the organization of the 
national credit pool proposed by President 
Hoover, Frozen real estate loans played an 
important role in the Toledo situation. The 
first big break was caused by the closing 
of the Security Home Trust Company in 
June 17th, which had deposits of about 
twenty-five millions and eleven branches. 
This caused a degree of public restiveness re- 
quiring all but two of the remaining large 
banks to avail themselves of the sixty-day 
withdrawal rule. On the eve of the expira- 
tion of the sixty days it became apparent 
that heavy withdrawals would be made and 
on August 17th, therefore, the State Banking 
Department was obliged to take over the 
Ohio Savings Bank & Trust Company, the 
Commercial Savings Bank & Trust Company, 
the Commerce-Guardian Trust & Savings 
Bank and the American Bank with combined 
deposits of over $100,000,000. 

Plans have been announced for the open- 
ing of the Commerce Guardian Bank with 
about $3,000,000 capital on December 15th, to 
replace the Commerce Guardian Trust & Sav- 
ings Bank. Thirty per cent of the bank’s 
deposits, or $5,305,016, will be subject to 
withdrawal on the opening day. The other 
70 per cent will be made available as soon 
as possible, according to Dean Higgins, chair- 
man of the Rehabilitation Committee. 

The state’s appraisal shows that the bank 
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will have $2,041,000 assets over all liabilities 
which will leave $140 a share for stockhold- 
ers after depositors have been paid in full. 
Assets total $18,160,132 against deposit liabil- 
ities of $16,118,259. 

Plans for the opening of the new Guaranty 
Trust Company with capital of $5,000,000 on 
December 15th also were speeded by the de- 
cision of directors of the American Bank, the 
national depository of the American Flint 
Glass Workers Union, to enter the merger. 


The Central United National Bank of 
Cleveland reports resources of $96,396,000; 
deposits, $77,265,000; capital, surplus and 
undivided profits of $9,904,000. 


Judicial authority has been given for con- 
tinuance of the trust department of the 
George D. Harter Bank of Canton, O., which 
recently closed its doors. 
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Los Angeles 


Special Correspondence 


SCHEDULE FOR PER ITEM CHARGE FOR 
CARRYING SMALL CHECKING 
ACCOUNTS 

The California Bankers Association has 
adopted a schedule of minimum “per item” 
charge for carrying small checking accounts 
which has been recommended by the commit- 
tee on banking practice. A basic charge of 
50 cents is recommended on average ledger 
balance of $1 to $99 inclusive with one free 
check for each $10 average balance. No 
basic charge is made on average balances of 
$100 and up and one free check for each 
full $10 average balance in excess of $100. 
Excess of free checks to be charged for at 
4 cents each. Accounts requiring special 
service or showing undue activity to be sub- 
jected to analysis in accordance with a rec- 
ommended formula for analyzing accounts. 
Minimum charge is 25 cents, but must be 
earned and no charge to be made when debits 
are under 25 cents. 

For banks in metropolitan areas the fol- 
lowing schedule is recommended: A _ basic 
charge of $1 on average ledger balances from 
$1 to $99 inclusive and providing for ten 
free checks. No basic charge on accounts 
of $100 and up and one free check for each 
full $10 average balance in excess of $100 
with excess of free checks charged at 4 cents 
each. The same rule applies as to accounts 
requiring special service or showing undue 
activity. 


SYMPATHY TOWARD L. H. ROSEBERRY 

Numerous expressions of sympathy from 
friends in trust company circles have been 
received by L. H. Roseberry, vice-president 
and trust manager of the Security-First Na- 
tional Bank of Los Angeles because of the 
sad loss which he sustained in the death of 
his wife following an operation. Among trust 
people on the Pacific Coast there are few 
who command such high regard among mem- 
bers of the American trust company frater- 
nity as entertained toward Mr. Roseberry. 
He has been one of the pioneers in the con- 
structive and forward-looking trust move- 
ment, characteristic of the Pacific Coast and 
his personality has endeared him to all his 
associates. His bereavement came at a time 
when he was preparing to attend the recent 
Pacific Coast Trust Conference at San Fran- 
cisco where his masterful paper on “Aiding 
the Public By Beans of Estate Planning” was 
read by Bruce C. Grigsby, vice-president of 
the Security-First National. 


NEXT A. B. A. CONVENTION IN 
LOS ANGELES 

Los Angeles appears to be a favorite city 
for annual conventions of the American 
Bankers Association. The 1932 national con- 
clave of bankers will be held in this city 
October 3d to 6th, inclusive. This will be 
the fourth time that the national banking 
gatherings have been held in Los Angeles, 
the previous meetings having been held in 
1910, 1921 and 1926. These conventions not 
only enabled the visiting bankers of the 
country to enjoy the climate and scenic at- 
tractions of Southern California but also to 
realize the remarkable and successive strides 
of Los Angeles in matters of business, civic 
and financial progress. This spirit of progress 
was more recently expressed in the 150th 
anniversary of the city and in the voting 
of the Colorado River Aqueduct bonds. 


LOS ANGELES BREVITIES 

H. F. Iverson has been appointed assistant 
vice-president of the Security-First National 
Bank of Los Angeles in charge of the newly 
created banks and bankers department. Rob- 
ert T. Creswell has been appointed to the 
managership of the credit department, suc- 
ceeding Mr. Iverson. 

Keith L. Carver has been appointed an as- 
sistant cashier of the Los Angeles office of 
the Bank of America. 

The Citizens National Trust & Savings 
Bank of Los Angeles has maintained an un- 
broken dividend record since 1894. The Oc- 
tober 1st dividend checks amounted to $250,- 
000. 


COMMUNITY CHEST CAMPAIGN IN 
HAWAII 

The community chest idea is popular in 
Hawaii judging from the generous manner 
in which the population of the entire island 
recently responded to a United Welfare cam- 
paign which enlisted 1,200 workers. The 
Honolulu quota was $450,000 and with some 
days still to go before the close of the cam- 
paign the subscriptions amounted to over 
$534,000. The success of the campaign was 
primarily due to the active interest which 
for the first time the heads of business 
houses manifested in what their employees 
were doing and secondly, the exceptional 
needs to be encountered during the coming 
year, due to unemployment. While Hawaii 
is not experiencing any such financial dis- 
tress aS appears to exist on the mainland, 
business in the island is by no means normal, 
according to President J. R. Galt of the 
Hawaiian Trust Company, Limited of Hono- 
lulu. 








San Francisco 


Special Correspondence 


THE “BANK FAILURE COMPLEX” 

Chief Deputy Bank Superintendent E. H. 
Holly of California inclines to the belief 
that the importance and effect of bank fail- 
ures has been very much exaggerated in the 
public mind. He shows that there have 
been an annual average of 619 banks closed 
during the last decade, or two banks out of 
every one hundred in operation. The average 
annual volume of bank deposits tied up rep- 
resented one-half of one per cent of the 
deposits of operating banks, or about fifty 
cents out of each one hundred dollars. He 
says further: 

“At the beginning of 1921 there were ap- 
proximately 31,000 banks in this country. 
Now, near the close of 1931, about 24,000 
banks are serving the people of the United 
States. Most of this decrease is represented 
in consolidations and purchases of indepen- 
dent banks by branch systems. Six thousand 
one hundred and eighty-nine banks have been 
permanently closed during this ten calendar 
year period. Many of this latter number 
were also opened during this same decade. 
Approximately 70 per cent of the 6,189 banks 
closed had a capital of $25,000, or less, down 
to as low as $5,000. Many communities were 
decorated with three or four banks, where 
one would have been a too gorgeous display. 
The shadow of death darkened their mater- 
nity ward. To a large extent, it is this 
class of banks that has contributed most to 
the number of failures.” 


ORGANIZATION OF CALIFORNIA MORT- 
GAGE INSURANCE COMPANY 

Prominent financial and professional in- 
terests, including officials of the Bank of 
America N. T. & S. A. of San Francisco are 
identified with the recent formation of the 
California Mortgage Insurance Company 
which is to engage in the business of making 
first mortgage loans in California and sell- 
ing assignments of notes securing such liens. 
Livingston B. Keplinger, who is president 
of the new company, explains its operations, 
as follows: “The company will loan its capi- 
tal to owners of dwellings, as well as im- 
proved and productive real estate, taking 
notes secured by first mortgages or first 
deeds of trust, protected by adequate title 
and fire insurance. Groups of first lien notes 
aggregating $1,000,000 will be assembled and 
deposited with a trust company. California 
Mortgage Insurance Company will then is- 
sue first mortgage assignments evidencing 
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ownership in such notes, to bear interest at 
current rates to mature in from two to five 
years. These assignments will be placed on 
the investment market in denominations of 
$100 and multiples thereof.” 


A FORCEFUL SERIES OF BANK 
ADVERTISEMENTS 

Unusual public attention has been at- 
tracted by a series of original advertisements 
bearing the signature of the Bank of Amer- 
ica National Trust and Savings Association 
of San Francisco. They feature the broad 
and state-wide scope of the organization’s 
service by selecting from various groups of 
business, corporation, industrial and other 
interests the number of the bank’s deposi- 
tors from each group. One of the displays 
shows that all of the ten largest corpora- 
tions in California are depositors of the 
Bank of America. Others show that among 
depositors are five of the eight largest motor 
bus companies; seven of the twelve largest 
steel companies; six of the eight largest elec- 
trical companies; all of the five largest fish- 
ing companies; all of the five largest paint 
manufacturing companies and six of the 
eight largest steamship companies operating 
from California ports. Each group selected 
is made the text of an advertisement bring- 
ing out salient features. 


SAN FRANCISCO BREVITIES 

William H. Crocker, president of Crocker 
First National Bank and Crocker First Fed- 
eral Trust Company of San Francisco, Cal., 
is president of the San Francisco Community 
Chest. 

Stockholders of the Transamerica Corpora- 
tion, dissenting from the policies of the chair- 
man of the board, Elisha Walker, have 
formed an association. 

The Bank of California, N. A., of San Fran- 
cisco reports banking resources of $124,392,- 
000; deposits, $99,333,000; capital, $8,500,000 ; 
surplus and undivided profits, $9,011,524. 

The Wells-Fargo Bank & Union Trust 
Company of San Francisco has resources of 
$182,378,000 and deposits of $152,538,000. 

The National Bank of Tacoma, Wash., re- 
ports banking resources of $17,426,705; de- 
posits, $14,566,000; capital, $1,000,000; sur- 
plus and profits, $940,742 and special reserve 
of $200,000. 

New assistant vice-presidents of the Bank 
of America of San Francisco are: H. W. 
Brower, C. I. Cavanaugh, H. A. Chandler, 
G. M. Chipman and L. A. Maier. 
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MECHANICAL AIDS IN TRUST 
OPERATION 
(Continued from page 598) 
question, but in this day and age nothing 
seems to be really impossible. 

The records of the activities in corporate 
trusteeships and reorganizations are very dif- 
ficult for machine operation because of their 
lack of regularity. The factor of repetition 
is not constant enough to make it worth 
while to introduce mechanical equipment. 


Mechanics of the Transfer Department 

Jue transfer department, on the other 
hand, it seems to me, represents a very con- 
siderable volume of repetitive transactions. 
It is one department that does lend itself 
readily to production methods. One of the 
fully mechanical operations is accomplished 
oy the punch card, mentioned above. The 
principle is that a card is punched for each 
certificate number held for a_ shareholder, 
and from these cards can be drawn off with 
little or no effort any list of shareholders, or 
even the dividend checks. One imperfection 
at the present time is the limitation of the 
capacity of the machine, not giving it suffi- 
cient range to record name, address, city 
and state on one card, which, of course, is 
somewhat of a drawback, but it presents a 
truly mechanical bookkeeping scheme, which 
will eliminate many of the present disad- 
vantages. 

To my mind, it is questionable—even as- 
suming that we come to a fully mechanical 
installation—whether it would be desirable 
to set up a ecard for every certificate of stock 
held by a shareholder. To do so, will, of 
course, greatly increase the number of units 
or cards in file, thereby increasing consider- 
ably the storage facilities necessary to carry 
on. At the present time there are but very 
few installations of this type and it will be 
an interesting thing to note the experience 
which results from this trial. I believe that 
there is so much benefit in having one card 
record which will show chronologically all 
transactions as they affect an account as 
against the card or unit system for each 
certificate held, that I would be very hesi- 
tant at this time to make the change. On 
the other hand, there has been developed a 
paper stencil which is incorporated at the 
head of a ledger card, showing the stock- 
holders’ holdings, which will greatly sim- 
plify and reduce the labor now consumed in 
maintaining a separate stencil file, not tc 
mention the savings in rental. 


Machine to Bring Out Dividend Checks 
Inventors are now working on a machine 
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which will greatly eliminate many of the 
laborious steps that are now taken in order 
to bring out dividend checks. ‘The lines along 
which these machines are being developed 
will permit the ledger record to be taken to 
this machine, which will by simple depres- 
sion of a key indicating the balance of shares, 
do the entire work of computing the divi- 
dend in dollars, write the amount on the 
check and on the journal, accumulate such 
amounts, and sign the check—in other words, 
one simple operation in place of many steps 
now necessary. 

The conclusion that we reach, after study- 
ing the development of office machines, is 
that we are just entering a truly mechanical 
stage. One of the results of the present de- 
pression will be that it will affect produc- 
tion by an increased efficiency and further 
mechanical improvements. There will be 
many concerns, which because of their limi- 
tation in volume of business will not re- 
quire and cannot afford these improved me.-, 
chanical aids. 

Perhaps some sort of service will develop 
along the lines of a story which I heard the 
other day. It seems that some enterprising 
young man conceived the idea that perhaps 
for a number of merchants owning and oper- 
ating small stores, he could service their 


wants by a periodic call at their offices. So 


he hired a truck, into which there were 
placed adding machines, statement machines 
and a very capable operator. He would drive 
up to the store, run in an electric cable and 
prove up the merchant’s books of account 
and mail out his monthly statements to his 
customers. After having done that, he would 
drive on and tackle the next job. I am told 
that, starting with one truck, he now has 
several. I am not suggesting this as a solu- 
tion of the problem of the smaller trust com- 
pany, but it simply proves that production 
methods and machines will find some way 
of reducing costs no matter where the field 
lies. 
Se Be dm 

According to a recent tax appraisal of the 
estate of the late Sigmund M. Lehman, 
brother of the Lieutenant Governor of New 
York and a partner in former years in the 
firm of Lehman Brothers, who died last 
year in France, is valued at $4,080,060. 

The distribution committee of the New 
York Community Trust distributed during 
October a total of $44,091, the highest on 
record for that month. 

New public financing during the first ten 
months of the current year totaled $2,156,- 
090,000 as compared with $4,754,680,000 for 
the same period last year. 
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